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PROCEEDI NGS [11:23 a.m]

DR. W LENSKY: As many of you know, we frequently
try to use the Septenber, and occasionally October, neeting
as well to get into issues that may not be directly focused
on a specific chapter at hand but which either foll ow on
i ssues that we have raised in previous years' reports or
conti nued di scussions that we believe we will have as part
of our future reports and bring in outside experts to help
us deal wth sonme of these issues. W are going to be doing
much of that the rest of today in terns of focusing on
several areas with regard to quality assessnent work that is
going on in the governnent and outside the governnent.

But this norning we're going to continue what was
t he begi nnings of a discussion that was raised for, |
believe the first tinme exclusively in our report |ast year,
which is on the care of the termnally ill and dying. And
we are very pleased that two of the people who are nost
expert in this area have agreed to present to the
comm ssioners and to tal k about work that they're doing, and
in particular a denonstration nodel that they have just

started, Joanne Lynn and Anne W/ kinson are here fromthe



Center to Inprove Care of the Dying from George Washi ngton
Uni versity.

A nunber of you, | know, know one or both of them

| have heard them speak in other foruns and we're really

pl eased that you' ve been willing to come and address the
conmi ssioners. W turn it over to you.

DR. WLKINSON: Thank you and we're happy to be
her e.

DR. LYNN: Thank you very much. I1'mgoing to
| aunch pretty directly into this. W're building obviously
upon the claimthat | think Jack Rowe nmade at one of your
nmeetings that the dying in Arerica is a national disgrace.
It certainly is once you focus upon this, but it's
astoni shing just how blind we have been as a culture to what
i s happening at the end of life. Part of that is because
it's new

It's really only about 50 or 60 years ago that the
average age at death was still in the forties. Mst people
di ed suddenly, even of diseases we now think of as chronic
illness, people then died suddenly. So until sonetine in

this century people died of diabetes within a nonth or two.



Peopl e died of cancer within a nonth or two.

Heart disease usually killed you the first tine
you knew you had it, and if you managed to survive for a
little while, it was terribly disabling and then you died
suddenly within a few nonths. There was very little |ong
termchronic disability. People died of infections,
childbirth, accidents and at al nbst every decade of |ife and
you had a little nore chance of dying in the first decade,
but after that you had an al nost equal chance of dying in
every decade.

So one would imagine that |ife would have felt
very differently at a tine when people who went away for a
few nonths really had sonme real chance of not returning.
And goodbyes woul d have sounded differently and so woul d our
health care system So when we debated Medicare in 1965, if
you | ook at the cases presented, the cases presented were
al nost all of the surgical variety. The farnmer who can't
get his hernia repaired and, therefore, can't farmand he's
68-years-old and he can't ever get the noney ahead to get
hi s surgery done.

|"mhere to tell you that if that's the problem
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t hat Medi care was neant to solve, Medicare solved it. There
are no farners still awaiting hernia repair at 68. But what
we' ve done is changed the denographics so that nost people
now face dying with one or another serious long term
degenerative illness. W see it, of course, as a problem

| see it as a trenendous opportunity. | wouldn't go back to
the disease array we had in 1900. No way.

The chance to grow old and die slowis a wonderfu
chance. It's one of the grand acconplishnments of our
culture. But we need to have changed the care systemto
mat ch because now we have nost wonen having five or six
years of disability ahead of death; nost nen, three or four.

80 percent of those of us who die in Medicare have one of
only five diagnoses in the year before death; cancer
stroke, heart disease, COPD and CHF, obstructive |ung
di sease and heart failure. So there's -- I'msorry,
denentia. Denentia -- | said heart disease.

So 80 percent of us are dying with one conbination
or another of those. There's been nmuch nmade of how nuch
we're spending on end of life care but until you nmultiply

things out, you don't realize just howbig it is. W're



spendi ng nore than 10 percent of Medicare in the last nonth
of life. W're probably spending on the order of half of
Medi care on the disease that kills you

It's hard to see because no one has ever actually
done that analysis but it looks like a pretty easy claimto
me that you would be spending nore than half of Medicare on
t he di sease that eventually causes death. You're |iving
wth it along tinme, but early on you could predict this is
going to be the cause of death unless the person gets
sonet hi ng even worse along the way. So the category has
changed.

| f you |l ook at the graphs in the hand-out that we
sent you, on page seven we can show you a little bit of why
that's changed. The Anerican cultural conception of what it
is to be dying is essentially to have a neon sign on your
forehead saying, |I'mnot here |long, say goodbye, you won't
have long. |If you ask hospice professionals, or you ask
doctors, you certainly ask ordinary citizens what do people
| ook like on the day before they die and they call up an
i mge of people who are in bed, they've lost a |ot of

weight, they're terribly, terribly sick, they may be going



in and out of consciousness.

I f you say, well, what does a person | ook |ike
dying of lung cancer, they'll even escalate that. 1It's
perfectly obvious they aren't going to live very long. Say
how do they | ook a week ahead, they'll say it | ooks really
pretty obvious this person isn't going to live for a nonth,
they m ght nake it a few days but they aren't going to make
it a nonth.

It turns out when you actually do the data, which
is the bottom graph on your page seven, that 20 percent of
the medi an estimated survival on the day before death of
| ung cancer there's a 20 percent chance to |live two nonths.

That's true if you ask doctors and it's true if you ask a
statistical nodel. Wen you showthis to people who even
work in the field, they say your data has got to be wong.
That's not the way people | ook before they die of |ung
cancer .

So you say, okay, so tell ne your |ast few cases
who died of lung cancer and see if we're really off base.
And they start renenbering, oh, yeah, there was that guy who

henorrhaged, or there was that guy who seized, or that guy
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who got a bad fever and we knew he had bad | ung cancer so we
didn't go after it and he died in just 24 hours. Yeah, the
day ahead | woul d have given himsone chance of making it.
You start adding up, oh, yeah, there's this group and it
turns out to be a quarter or a third of lung cancer patients
have unpredictabl e dyi ng.

The ones we renenber are the ones who stereotype
it, who follow the absolutely projected course. That's bad
enough until you |l ook at the other disease. Look what
happens to congestive heart failure. The day before death
t he average person still had a 65 percent chance to live two
mont hs and a week ahead an 80 percent chance to live two
months. |If you go to six nonths, those figures are not very
much different in congestive heart failure.

Wiy is that? |If you | ook at the top graph on that
page, this is stereotyped a little but it was actually in
your report fromlast June so you' ve seen this before.

Col on cancer, and other solid tunmor cancers nostly cruise
al ong kind of doing okay until about two nonths ahead of
deat h when people start really | osing weight, |osing

function, getting sick, and they really aren't terribly
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di sabled until that |ast couple of nonths.

That's when the public and their famly and
everybody el se can recogni ze that they're failing now If
you | ook at a disease |like denentia, congestive heart
failure, it's much nore long termdisability with occasiona
terrible episodes. Mst of the time you're rescued fromthe
terrible episodes and then al ong cones one where you didn't
get a rescue.

That's a very much nore difficult way to
anticipate the dying. These people don't ever get told
they're dyi ng because they don't have the culturally
expected last dwi ndle, the failing phase, they just suddenly
up and die in the context of their disease.

If we're going to serve the | ast phase of life, we
have to devel op a care systemthat knows how to take care of
that kind of dying also. That we don't really have in
pl ace. W have a set of behaviors in place for the cancer
trajectory. Once a person starts really |osing weight and
taking to bed, they're supposed to say their goodbyes and
make peace with God and gi ve away their possessions and die

on tine.
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It's one of the terrible things to have done al
t hose things and then survive, but we don't have a socially
accepted set of behaviors for the congestive heart failure
patient. Nor do we have a care systemthat knows how to
make sense of this. So that in our study, |ung cancer
patients had an 8 percent or 9 percent chance of having an
effort at resuscitation.

CHF patients had a 30 percent chance. No one
t hought they were going to succeed with these patients,
these are terrible hearts but no one ever got around to
havi ng the conversations to put in place an order against
resuscitation because there never was the trigger.

So anyway, dying as a category has changed. W

have to really think through how we're going to arrange

things for this serious chronic illness that ends in death
as a mgjor contributor to the health care scene. It costs a
lot. Most dying is in very fewillnesses. Mst probably in

a very few trajectories.
Interestingly, one of the major trajectories
doesn't even have any data, and that is the person with

mul ti pl e organ systemfailure on the basis of old age.
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The 88 or 90-year-old who has what's cal | ed honeost enosi s,
that is all of the organ systens have very little reserve,
then they get hit wwth some ordinary threat, a cold, and
it's too much. That trajectory of dying we don't even
collect data on. W insist that people have a textbook

di sease to go onto the death certificate.

There are sonme prom sing directions for thinking
about change. |If you turn to the graphs on page nine, a
couple of the ideas, just sort of graphically that we've
been working with, one is that we've organi zed ill ness by
di sease categories. W organize it the way nedi ca
t ext books organi ze di sease. There's a chapter on di abetes
and there's a chapter on heart failure and so forth. And we
think it through as to how we're going to take care of
di abet es.

Very different things happen if you think about
taking all the diseases in their end stage and saying early
in the disease it really nakes sense to have sonebody who is
really hot stuff in taking care of heart disease or really
terrific in managi ng di abetes, or whatever it is that's your

pr obl em
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But as you get to the point where you're quite
disabled or it's clear you're going to die of the illness, a
very different set of priorities cone to the fore. People
are not |ooking so nuch for rescue, although they'd still
like to live longer, but they're | ooking for synptom
managenent, famly support, protection against bankruptcy,
reliability, the sense that here is a care systemthat knows
what it's doing. At that point things |ike continuity in
synpt om managenent becone terribly inportant and inportant
across illnesses.

So there seens to be a convergence of the kinds of
things that are priorities. Also if you |look at sort of who
are high cost utilizers, at least half of the tail -- our
graph here is not one of our best, because it's probably not
all of the tail, it's probably half of the tail of high cost
utilizers are conpletely predictable at the beginning of the
year. They already have the disease that's going to run up
bi g costs.

Their only big inmpact is when they're going to
die. At that point, their expenses stop. But if you have a

substanti al popul ati on you can predict how many of them are
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going to live for how |l ong, therefore, how nuch the expense
iS.

This is a population that's extraordinarily easy
right now to sel ect against in managed care or to select for
in fee-for-services, they pay a lot of bills. They' re easy
to spot, they've already got the disease. It doesn't take a
doctor to figure it out; you know, a sinple quiz. You' ve
been in the hospital recently and for what gets you al nost
all the information you need. If we could figure out how to
serve and price services for that population, a really
interesting thing happens to the rest of the pool. It
becones an appropriate risk pool because nost of the rest of
the high cost utilizers are not predictable.

So if we could figure out a way to appropriately
risk adjust for this population, we'd have sone very nice
effects upon the rest. And if you pick up the Yell ow Pages
inany city in the country and you | eaf through |ooking for
who takes good care of really sick people, you will find
three ads for hospice prograns and nothing else. No nursing
home says we do a really good job with end of |ife care, no

hospital says it, no doctor says it. Wy is that? Because
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no one i s nmaking noney on it.

| f you had a fair price for this popul ation, we
coul d have conpetition on value and price. That it seens
woul d be a salutary thing for those of us who all, after al
face getting old and dying. So it seens |ike people have to
be able to make a living at doing a good job here and not
just at gam ng the system which is how you make a good
['iving now.

| f as one of the prograns we're working with in
congestive heart failure can take the average per patient
cost from about $250 a day down to $50 a day, while
i ncreasing value, if you could generalize that practice,
that would be terrific. The only problemis at $50 a day
you still have a | oss | eader in managed care. At $50 a day,
that's $1,500 a nonth, nobody gets paid that.

So you still do not want a reputation for doing a
wonderful job, even if you have the best programin the
country. That it seens is a serious problemfor really
making a reliable systemfor all of us. There's alnobst no
reliable research. The National Health Policy Forumheld a

meeting on this last year. They were able to generate 12
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data-driven studies relevant to end of life care. It is
astonishing how little we have focused on this, howlittle
we built databases that nake any sense of it.

We don't have databases that conbine clinica
information on severity with expenditure information. Even
the nost sinple of studies; you all relied, for exanple, on
sone studi es on whet her hospices save noney. Those are
terribly flawed studies. You would not want to rely on them
if you | ooked at them cl osely.

So the fewthat are out there are also very frail,
even the work that Janes Lubitz has done, which is terrific
work, he'd say has no clinical information. It's just
counting backwards from death and seei ng how nuch you spent.

You can't separate the people who are predictable from not
out of billing data. So you alnpbst can't fail in |aunching
into this arena.

It nmust be the feeling people had when they first
hit the Geat Plains. Anything you plant will grow because
not hi ng has been planted there before. So we did alittle
brainstormng on just the kinds of things that could readily

be done on existing databases wth not huge anmounts of noney
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and these are the kinds of things that we suggested.

| nvestigate patterns of utilization. How do
people cone to the end of life? Wat do they actually end
up spending? Fromthe tine in which it's clear they' ve got
a bad di sease, what happens to then? How many get bounced
fromone doctor to another? How many get continuity? Does
continuity nmake a di fference?

In areas in which only 20 percent of people die in
hospitals and areas in which 60 percent of people die in
hospitals, is there any difference in the quality of care?
Is there any real difference in the cost, especially if you
start accounting for costs outside of Medicare? 1Is this
really just a displacenment phenonenon where Medicaid and
famly are picking up a lot of costs?

Variation by disease is going to be a big one.
Variation by age, the data that Lubitz and the data that we
put together seemto show that there's an enornous drop off
in Medicare based cost at around age 80. 1Is that real? |Is
it good? Is it sonething that society would like to keep
going or is it an age bias that really ought to be undone?

That really needs sone investigation. There are
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sone areas which seemto be just on their face obviously

i nadequate care. Patients who just get bounced frompillar
to post, go fromone doc in the box to the next; get a
different doctor every tinme they show up at the hospital and
yet have an ongoi ng di sease are guaranteed never to have
been able to have a prom se nade or guaranteed never to have
been able to have an advanced directive di scussed.

It seens |ike per se inadequate care. How
commonplace is it? Does it have an effect upon utilization?

You at |east could check utilization, you m ght even be
able to check satisfaction and sone ot her outcones but at
the very least, even utilization. Does it nake a difference
if chronically ill patients don't have a continuity
physician or do? And that it seens we could do.

There is at | east one classic, archaic drug being
used in large quantities. It is nmeperidine, it's a kind of
opiate. It's probably outdated shortly after the tinme of ny
birth. Nevertheless, | amtold there are places in the
country in which it is the dom nant prescription drug for
chronic pain. It would seemvery easy to use DEA records

and identify the areas of the country where it's being used
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and focus in on that. It seens |like a serious quality
probl emthat the data al ready exists.

Nursing home, what | call dunping. People being
put into nursing hones with no advanced care plan, no
strategy for howthey're to be cared for and going on to be
treated or die with no coordination between the nursing hone
and the hospital center. Happens enornously in sone states,
virtually never in others.

Substantial small area variation depending to sone
extent upon Medicaid nursing hone regul ati ons and
enforcenent practices in which in sone states if you kept a
sick patient in the nursing hone, at |east a few years ago,
you were at risk of serious penalty so the strategy was to
put people back into the hospital.

My guess is that that strategy is going to go up
as the bundl ed paynents go into place for SNFs because one
way SNFs can dodge high cost patients is to renove themto
the nursing home. High reinbursenent patients are all rehab
patients. These are not rehab patients. So they're at real
high risk it seens of being noved back to a hospital as soon

as they require expensive treatnent.
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To go on a little, exploring how to nonitor
i nprovenents, sone of the people you' re having |ater today
shoul d be asked how you're going to know if you get good
care at the end of life? It should be a big issue in
Medi car e.

Not a single thing in HEDI'S; not a single thing in
FACCT right now neasures end of life care. JCAHO at | east
measur es whet her you have a payi ng program and whet her you
have a process in place for advanced directives. That's it.

There is no consuner information in the Medicare consuner
i nformati on endeavor. The bi g endeavor that was just put in
place in the | ast year has nothing on end of life care.

It would seemthat if you knew that nost of your
total expenditures were going to be on your fatal illness,
the one of the things people would want to have sel ected
care providers on is whether they know what they're doing
with serious illness and yet we have no way of checking
whet her hospital A or hospital B or health plan Aor Bis
doing a better job.

The Bal anced Budget Act is going to have big

i npacts on this population. W need to ask peopl e HCFA and
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ot her places what's going to be the inpact? They say, oh,
we hadn't thought of that. The questions have not been
rai sed or asked.

Hospice effects |'ve already nentioned.

The effects of high cost palliative care are a new
threat to our field. Twenty years ago when | started in
hospi ce care you couldn't run up a big bill. It didn't
matter what you did, you couldn't run up a big bill. Now
gensi dabi ne bei ng al one, a chenotherapy drug that clearly
reduces synptons, costs $100 a day to adm nister. That's
equi valent to the cost of hospice care. So if you allow
hospi ce patients to have gensi dabi ne, you have conpletely
used your Medicare allotment for that patient. Everything
else is a loss | eader, so the ordinary care becones an add-
on.

Totally inplantable electric defibrillators. The
cardi ol ogi sts believe they can save 20, 000 peopl e by
i npl anting themin 100, 000 people next year. Their first
two year costs are $100,000, multiply it out. That's $10
billion in electrical defibrillators in the next two years.

If they're right in their projections, and ny guess is that
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as soon as those things are out there being used w dely,
they're going to be put in nursing honme patients. [It's not
going to be 100,000 people. [It's going to be nmany nore.

Are we really ready to spend that nmuch Medicare
nmoney on sonet hing that nmakes sure that your end of life
course with cardiac disease is mserable? It does extend
life, but you no |longer die of a sudden death in arrhythm a,
you now di e of cardiac concexia or being stopped on a
ventilator. Mst people would choose against that but
there's no pattern of making sure that people have that
choi ce.

Anyway, there's nore on here but | get the sense
that | shoul d probably encourage you to junp in at this
poi nt .

Let me just close by saying that it seens that we
have to have the sane kind of revolution we had with the
care of wonen facing pregnancy and delivery. 1In 1970 wonen
were routinely terrified of what the care system delivered
and there was a substantial revolution over the follow ng 10
years in which now the usual woman comng to the usual OB

care no longer feels that the biggest threat is the care
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system They feel sone reason to be confident of the care

syst em

We need the sanme kind of thing in Medicare where
peopl e can say, look, I'd rather live forever but if | have
to have an awful disease, I'mglad |I've got a care system
that knows what it's doing; | can be confident 1'll be

confortable, well cared for in a systemthat can val ue high
value care. | think if we focus on that for the next 10
years or so before all the boomers hit, we can have a system
that will |ook dramatically different than it does today. |
t hi nk we haven't even begun to think of how dramatically
different it could look but it will be one that all of us
can count on when we need it.
DR CURRERI: | really enjoyed your presentation.

There was one thing that confused ne in your handout and
maybe you could expand on it a little bit. | think you were
very convincing, or it is very convincing that these chronic
di seases are not very predictable in terns of when you're
going to die. Then at the end of your chapter you

suggest 18 denonstration sites to take care of these people

in the end stage.
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| wondered how you're going to do that if it's so
unpredi ctabl e of when they're in their end stage and
whet her, for instance, in your figure four, you m ght want
to anplify how you identify these people in the circle which
is the people | guess you woul d be focusing on because you
didn't really address that in the handout.

DR LYNN: It's really a mnd shift fromthinking
about a reliable prognosis. The whol e hospice program
incidentally is run on a prognosis, it's never been defined.

s the just barely qualified person 49 percent likely to
live six nonths or 1 percent likely to live six nonths;
a 10,000 fold difference in the size of a population
dependi ng on which definition you think you have.

So we've been running with this utter anbiguity
even in the hospice program But if instead of thinking
about it in terns of a precisely definable tine franme you
t hought about what people need, and once you're this sick,
what ever the this sick is, we'll have to define that, then
probably you have pretty consistent needs with all other
peopl e this sick.

And the care system ought to take care of you even
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if know ng that 10 percent are going to die this nonth
and 10 percent are still going to be alive in three years,
that an uncertain prognosis is not a reason to turn our back
on the care need that people who have an inherently
unpredictable illness, sone are going to make it three years
and sone aren't going to nake it for 10 nonths or two
nont hs.

DR. CURRERI: | guess though what |'m asking you
istotell us what your idea is of this --

DR. LYNN. It turns out in CHF and COPD to
possibly be fairly easy, and that's a third of all dying.
It may well be that once you' ve had a round or two of
pul nonary edema wi th congestive heart failure or a round of
two of ventilator failure with COPD and sone baseline
measures to make sure that it wasn't just that you were
throwmn into it by a bad drug or sonething, then probably
fromthat point forward you have bad established di sease
that's overwhelmngly likely to kill you. And it turns out
fromsone data that Chris Hogan ran here that didn't yet
make it into any of your reports, that you have al nost the

sane expenditures every year fromthen on out no nmatter how
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| ong you |ive.

It's the people who |ive one year, spent $22, 000
that year; people who live two years spend $22, 000 both
years. So that it appears that once you're that sick you
have pretty continuous care needs at about that |evel but
that's the kind of testing that we actually need.

Where in the course of Al zheiner's would you pl ace
the sick enough to be into sone sort of special coherent
care systen? |Is it the point at which people are fecally
incontinent. |Is it the point at which they're nmute? 1Is it
the point at which they can no |longer walk? 1s there sone
conbi nation of six such elenents that you'd put in a score?

| don't know, but | know there's one there that
will work and that is probably capable of being articul ated
in away that's not too ganeable for a public system

The really nice thing I know wth COPD and CHF is
that no one puts a person into congestive heart failure just
to qualify themfor a benefit, so a person who gets into
congestive heart failure is really sick and that's not going
to be ganed. If that's enough to qualify themfor sone

coherent funding and care system then it's a non-ganeabl e
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t hreshol d.

But there need to be a dozen experinents going on
to see what are the expenses fromthis point forward? What
does the survival curve |look Iike and what would be a fair
pricing structure which mght be a capitation rate, m ght
| ook very different, m ght be nore of a hospice type of
paynment where doctors' fees are separate and it's a daily
fee for the core program

| think there's a need for a real firmend of
innovation to figure out the authoritative answer to the
question, putting confidence there.

DR. MYERS: Thank you very nuch for your paper and
for your insights. | really appreciate it and you' ve
clearly -- the hospice novenent has added a lot to the |ives
of famlies and to patients but there are a couple of areas
that were not nmentioned in either your oral remarks or in
t he paper that perhaps you' ve done sone thinking about and
per haps al so deserve sone research effort and tinme by the
commi ssi on.

The whol e question of cultural and ethnic

differences with respect to advanced directives, DNR orders,
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the desirability of hospice care, the availability of
hospi ce care. Those issues | think in addition to the
geographic differences that you did nention, and did
reference have an ethnic, racial and other dinensions that |
think are quite relevant as well that really deserve a | ook.
Then | would add to that the question of source of
paynment outside of Medicare for the areas that Medicare does
not cover. Specifically, whether the presence or absence of
wr apar ound coverage, our Medigap policies, the presence or
absence of a Medicaid suppl enent or whether or not that
i ndi vidual is self-funded or not funded for the difference.
| think that that variable m ght suggest that
there are sonme other differences that you want to | ook at.
| woul d suggest that the course of congestive heart failure
of clinically simlar patients in the South Bronx is
different than that of the upper eastside. And the
avai lability of the kinds of services that you've discussed
are different in those areas as well.
DR. WLKINSON:. W would heartily agree. The
programthat we're presenting is sort of like the first

step. The idea of MediCaring is the first easily getting
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your hands around di sease and there certainly are all of the
gquestions that you've raised but there is no research on
that either.

DR. MYERS: | know that Tom Rat hman at Stanford
and the intensive care unit there, who does a |lot of end of
life type of thinking and research and the Stanford
bi onmedi cal ethics folks are at | east begi nning to address
t hat question and nmaybe there are others as well, I'mnot as
famliar wwth their literature as 1'd like to be but it does
seemto ne that that's an area very nuch worth consi dering
and thinking about in addition to what you've raised.

DR. WLKINSON: And absolutely in ternms of just
anecdot al evidence there are differences in choices about
medi cal care and different ethnic popul ations and all of
that needs to be |ooked at. This is just the begi nning and
certainly we woul d agree.

DR ROAE: | also thank you. W're all aware that
Dr. Lynn and her coll eagues have nade a very inportant
contribution in this area. They' ve increased awareness and
at the sane tine they've produced clinically based data that

inforns policy discussions. An area that | think is worth
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adding to the list, and these are all related, has to do
with training. In ny position | sort of see the greatest
efficiency is that the physicians on our staff or faculty
are not adequately trained with respect to the database.

There is a specific database about how to take

care of people at the end of life. It's enbarrassing that
people are still giving me neperidine or Denerol as its
trade nane is. |1'lIl have to check to see if that's still on
our pharmacy list. | didn't think anybody used that anynore
but I'Il find out probably we do. But what happens is

physi ci ans are not confortable with this clinical setting,
they're ordering tests that are invasive and often pai nful
and not contributory. They are, therefore, providing a role
nodel for their trainees, which is inappropriate.

It's nice to have sone Medi care paynent policies
that influence things but | think this is, in fact, if
anything else as nmuch in America a GVE question as it is
anything. W think of GVvE and we'l|l get to the chapter
outline sonetine tonorrow about are there too many doctors?

And we're thinking of orthopedists versus plastic

Sur geons ver sus neurosurgeons versus primary care doctors.
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These silo categories of what their credentialing is, |
think we have to think across as well as what should all the
doctors who are paid by Medicare who are going to take care
of Medicare beneficiaries, what should they be arned with?

This is a part of the curriculum of nedical
education at sonme level which is grossly mssing and | don't
know i f you have a response to this, and | don't know how we
would do this but I'd like to just -- | want to know that ny
doctor -- | don't care too nmuch I don't think about where it
is | die but I want to make sure nmy doctor has been trained
to understand and expect the conplications and to deal with
themin a cost effective way. | think we can really save
Medi care noney fromthat point of view rather than
i npl antabl e defibrillators.

DR. LYNN. Medicare has the |leverage to do that
because so nmuch of the paynent is through Medi care support
of graduate nedi cal education and yet graduate nedical
education in general has not supported doctors being trained
i n hospice or hone care settings. There's been no
requi renent that you ever show that you got conpetent at

managi ng even the opi ate doses or anything of that sort,
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much | ess the counseling. So it's a trenmendous opportunity.

DR. RONE: It appears to be an accountability
issue that will conme up in GVE di scussion

DR. W LENSKY: Wy don't we hold this? It clearly
woul d take Medicare into a new area, not with regard to this
specialty, this aspect but having the paynent be tied to
speci fic courses.

DR. LYNN. O course, you could always do a
carrot. You could say that every training programthat wll
put this in place for three years will get even a very snal
grant or sonething. The costs will be included for three
years or sonething. Carrots and sticks work.

DR. WLENSKY: No, and that's sonething we can
take up but it was just in general this is not what we have
done with regard to GVE, we have to specify the conponents
that are init.

DR. RONE: | know that and |I'm not | ooking to grow
the program | guess while we've got Dr. Lynn here, and she
won't be here during the GVE discussion, maybe it's worth
getting her comments on whether such a thing has been tried

anywhere? |Is it effective? Is it valid? Does it cost a
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l ot ?

DR. WLENSKY: If you do know, that would be --

DR. LYNN. Certainly, the fact that nore than half
of oncol ogi sts answered on a survey by the Eastern
Cooperative Oncol ogy Group that they did not know how to
handl e opi ates ought to be seen as shocking. That woul d be
i ke obstetricians not knowng howto tie unbilical cords.
It seens that at all sorts of levels the community ought to
voi ce outrage that nmedi ci ne has nmanaged to avoid such an
obvious service to its conmunity.

But whet her which specific incentives are needed,
| have the sense that the community denmand is getting to be
bi g enough that you all saying that you're concerned m ght
stinmulate a third of the nedical schools in the country.
And if there was a little bit of noney attached, you could
include it in your cost report for three years or sonething,
my guess is that it would have trenendous inpact.

This is not an era in which there are |ots of
peopl e saying no, we ought to keep doing it like we did
in 1970. This is an area in which people are saying we've

got to learn howto do it better but they do need to be
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pushed a little to get there.

MR. MacBAIN. Let ne add ny appreciation. | think
this is an issue we haven't addressed nearly enough. It
seens to ne, if nenory serves, we tal ked about this a few
mont hs ago. W were | ooking at data that at | east gave ne
the inpression that focusing on the cost of dying isn't the
i ssue or the cost of treating people in the |ast nonth or
the last year of |ife, what you're really doing when you do
that is taking a subset of the larger set of people who are
terribly ill, all of whom are expensive, and because you
don't know a priori whether, the flag doesn't go up to say
now this is the last nonth of life or this is the |ast year
of life.

It's really not a very useful focus of analysis
either for clinical purposes or for prospective
rei mbursenent, for prospective paynent and risk adjustnent.

| think that's what you're saying is that we should focus
on sone | evel of seriousness of the disease that is in al
probability going to kill you and not worry about whet her
you're in the last nonth of |ife or the last year of life or

the last five years of life, that's not the issue.



35

The issue is that you now have added a new phase

of your health standard that requires a different clinical

and different financial approach. |If | understand you
right, | think that really takes us into a nuch nore usefu
anal ysi s.

DR. LYNN: You said it better than we did.

M5. JACKSON:. Thank you, Dr. Lynn. | heard you
before at sone conference and | always am pl eased to hear
you speak about sone of the things we need to be doi ng when
it cones to dying. Many people are very unrealistic about
death. W all know that we are but we don't think about it
very often. |, too, think that noney shoul d be spent not
only for the physician to, | don't nean to educate himto
the fact that we're going to die but to help us die.

But individuals should be educated to the process
of we are going to die and there are certain things that can
be done and there are certain things that cannot be done.
s there a study or programthat can be used to educate
t hese peopl e?

DR. LYNN:. The education of the community is

com ng along but | should point out it's anything behind the
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education of the professionals. W have alnost no public

stories, no evening sitcons that have a sick person who is
going to be sick all year. No shared vignettes. Cardi nal
Bernardin is sort of the nost w dely known person who died
slow and publicly. 1t's astonishing, we have no nyths.

My nursing hone patients will say | don't want to
die like that girl in New Jersey and they nean Karen
Quinlan. Part of ne says that's not anobng your options,
that's not what will happen to you but what they're trying
to say is they don't |ike to be hooked up to machi nery and
have this all dragged out and so on but they have no ot her
story to relate to.

It is astonishing how much we have kept, how we
now cone to the end of life under waps. So a piece of it
is just telling stories and starting to figure out which
ones we |ike and which ones we don't |ike and which ones
we're willing to pay for and which ones we aren't. There's
a lot of effort going into this now. | just saw a show on
Hom ci de the other night that started to deal with the
probl ens of hospice care. |It's starting to creep in but |

think it would al so take sone very deli berate educati on.
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It would be wonderful if part of Medicare's
education to the consuner included at the very least to tel
peopl e what they should ask. Ask your care systemis this a
systemthat knows how to follow you if you go in and out of
the hospital into home care? Does the doctor ever do hone
visits? W've witten a book called The Handbook for
Mortals which will be comng out in a fewnonths. [It's for
the public. W give sonme pretty hard hitting advice.

It says for a patient with obstructive |ung
di sease, for exanple, enphysema, we say before you get sick
you need to ask your doctor if your doctor has ever given
sedation to keep a person fromsuffocating at the end of
life and if they' re confortable doing that, and if not, you
need to change your doctor now. Don't wait until then
because you'll be too sick and you'll end up on a
ventil ator.

So if that's what you want, you need to be picking
your care systemon that basis. That isn't out there. It's
certainly not out there in anything Medicare says.

The politeness of the way we tal k about end of

life, it's just astonishing. Go to the Anmerican Cancer
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Soci ety and ask for a brochure on how you die with cancer
and you get a brochure Living Wth Advanced Ill ness. Look
at the AHCPR gui delines on congestive heart failure, a $1
mllion project, two-page spread, really nifty advice on how
you di agnosis and treat heart failure until you get to the
bottomright of the two page spread, then you get nore
drugs, heart transplant, good outcone, no, nore drugs, heart
transpl ant, good outcone. |t never goes off the page.

A third of us die of the disease and our national
gui delines don't notice it. It's amazing. Think of
newspaper headlines. How many tinmes you see a newspaper
headl i ne sayi ng new drug prom ses to save X nunber of
people? O the totally inplantable cardiac defibrillator
coul d save 20, 000 people next year. Doesn't save peopl e,
changes the disease. It nmakes themlive a little |onger and
die a different death. Boy, does that sound different in a
headl i ne.

So | think we've cone from hundreds of years of
dyi ng suddenly and having it nostly out of our control.

A study in LaCrosse, Wsconsin published in

February showed that of the people dying in nultiple zip
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codes, it's the only popul ati on based study, ny netaphor of
the verdant fields of the Great Plains is one popul ation
based study of how people die in nodern Anerica. It's in
LaCrosse, Wsconsin. Turned out that nine-tenths of the
patients died after a deliberate decision to stop treatnent.
And yet we tal k about decisions to stop treatnent as if
there's still alittle bit of a pause, a little bit of
sonething weird going on, it's nmainstream the other 10
percent got hit by a truck.

So it takes awhile, | think, for our culture to
catch up with these changes and we should push it al ong,
suppose also be tolerant that it's pretty unlikely that
we're going to learn -- a woman told nme a couple years ago
that she'd always turn to the Bible for guidance in tines of
stress and yet here she was at 86 dying of this illness that
was taking her in and out of the hospital all the time and
she said there's no one died like ne in the Bible.

You know she's right. No one died |like her at the
time of the Bible. W need new stories. What counts is
good dying in the face of what we now get.

Renmenber, this is the problemwe want to have. W
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do not want to go back to dying in childbirth of infectious
di sease. | want to grow old and die slow but then | want a
care systemthat makes sense of that and that understands
that it's okay to be uncertain about when you die, to be

| ooking for synptomrelief and to be worried about the
burden on a famly.

W don't have a polite | anguage in which we can
tal k about how much we bankrupt famlies. |If you go to
court over a treatnent decision, you aren't even allowed to
present information about the degree to which the famly is
bei ng bankrupted. | nean it's astonishing the degree to
whi ch we have to change a thousand little points.

DR. NEWHOUSE: Thanks, Joanne. This is an
excellent presentation. This is a tacky question really
followwng Bill Curreri and Bill MacBain, which is you tal ked
about studying the issue and the | ack of studies and as Bil
said the studies seemto kind of want to identify a
popul ati on that had reached sone honbgeneous st ate.

Now if the staff is going to do that study or
sonebody in the broader research community, they have to

have sone kind of database that would identify this
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popul ati on, and the question is do you know of any?

DR. LYNN: No, | think at this point there are
sone dat abases you can work from the National Mrtality
Fol | ow Back Study, the Duke Cardi ovascul ar D sease dat abase,
there are sonme big -- the longitudinal study on aging. Sone
bi g dat abases have been coll ected for other purposes but
have a rich enough data set to begin to work with it.

We collected the data in the support study around
deci si on- maki ng but happened to have enough data to answer a
| ot of questions about how people die. But there's nothing
t hat conbi nes Medicare utilization with clinical data in a
popul ati on enriched enough for serious illness to do nuch
with.

So nost of the surveys will catch the popul ation
preval ence of serious illness, which is 5 percent or 10
percent, so you end up working with 300 patients or
sonething, which is still a little illumnating but you're
not sure you can generalize it to the Medicare popul ation
fromthat base.

So | think we probably woul d need over tine to

start devel opi ng sone better databases but you can still do
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so nmuch with what you have in Medicare billing if, in fact,
you junped the question of whether I'mright that a
hospitalization with CHF is enough to show that you're
really sick and said if that were true, then what flows from
it, you could do a whole lot with utilization straight out

of the Medicare data utilization.

We have such enornous snall area variation where
hospi ce penetration goes from 60 percent of everyone dying
in sone parts of Connecticut to 10 or 15 percent in sone
parts of the country. Probably you could do fairly easy
case control matches, you know, group controls and see
whet her your overall utilization is |ooking different and
then you could do focused interviews to see if the
experience of people going through these very different
patterns | ooks different. The variation is so enornous.

W' re publishing a paper next nmonth in the journal
American Ceriatric Society that shows that we can explain 88
percent of the variants across hospital service areas in
where you die on the basis of billing data and 81 percent of
that is in how many beds you bill per beneficiary. So the

variation in 60 percent in Newark and 20 percent in PhoeniXx,
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or roughly that, is statistically highly correlated with
your bed supply.

Now does that nean -- field of dreans is our
met aphor -- you have to build themand they will cone or the
policy planner's dreamof if you close them they will go?
Probably not. M guess is that when you | ook at a place
i ke Newar k, people don't have honmes capabl e of taking care
of them as they die.

Peopl e don't have famly structures that the kind
of support that's available is very, very frail and that we
wWill turn up things like nmy guess, ny hunch, with no good
data is that one of the biggest inpedinents to famly care
of people who are very sick is the fact that 50 to 65-year-
ol d womren who | eave the | abor force are too expensive to
reenpl oy because of their health insurance.

So that if someone who's nmade their |iving
changi ng sheets at the local notel has to give up work to
take care of nom two years later she will not be able to
find a job because her health care costs are too high. That
m ght be true and it's quite approachable in sonme policy

i ssues, agendas, but that it seens the data probably is out
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there to start neasuring.

How bi g a problem do peopl e have getting
reenpl oyed at those ages? And what do the western European
countries do that have a substantial programof job
protection and partial paynment of famly to take care of
seriously disabl ed peopl e? The only category we cannot pay
in Medicare is famly care givers. So many other countries
have a different approach. Wat did they learn? Does it do
better? Does it do worse? What does it do to famly
structures?

| don't know but 1'd Iike to know. Maybe there's
a whol e bunch of things in there. D d you have sone ot her
t hought s?

DR. WLKINSON:. Just that we're going to have to
create sone of those databases just because they aren't out
there at the nonent and there are certainly sone potentially
with the large staff nodel HMOs who now have a substanti al
el derly popul ation. Accessing that data is another issue
but certainly we're hoping through denonstrations |ike the
Medi care denonstration to be able to create enough of a

dat abase to begin to address sone of the questions and point
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to further areas of needed research.

DR. WLENSKY: Let nme just ask, as a research
guestion it would seemto ne that a different way to
approach it would be to do matches between the MedPAR files
and the comon working file on diagnosis and then to be able
totie that into the nortality rate statistics to be able to
| ook at identifiable diseases, especially since you're only
tal ki ng about two, three, four diseases that are of primary
interest to |l ook at both the experience in whether or not
they end up at death to try to get a better handl e on what

happens to individuals with say CHF or COPD?

DR. LYNN: Sounds like it would work. | don't
know the typical details but the -- | nean | don't know
whi ch problenms you' Il run into. [|'msure there would be

sone but you probably would want to do sone basic net hods
work as to whether sone of the assunptions on di agnoses work
wel | .

How much can you infer severity off sonething |ike
frequency of utilization? The fact that we have al nost no
dat abases include drugs is a substantial challenge because

that woul d be the easiest way to start checking for severity
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but we don't have that. So all we have in billing sorts of
data is frequency of utilization which probably also
responds to local patterns and not just to di sease severity.

DR. WLKINSON:. As well as paynent incentives.

DR. LYNN. But it seens |like it would be a
prom sing direction to go.

DR. KEMPER The long termcare survey m ght be
another one that's |inked with Medicare clains. Thank you
for your vision of a care systemat the end of life.
think it really places a marker out there.

| wonder if you could reflect a little bit on how
we m ght get there, particularly imedi ate steps that m ght
be taken. We've tal ked about education of physicians and
consuners. You talked a | ot about research and additi onal
information that would be useful. You tal ked about risk
adj ustnment as a very prom sing approach for doing this,
perhaps a bit nore sangui ne than sonme of the Comm ssion's
work on the risk adjustnment in terns of how well things can
be predicted and so on.

| guess assum ng that the risk adjustnent is

effective, can you say a little bit about the likelihood,
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the incentives that the plans would face and the |ikelihood
t hat plans woul d have the right financial incentives to
actual ly make these changes in the care? Are these services
addi tional services that m ght not be really substitutions
for defibrillators or whatever nore intensive care is there;
and how woul d that play out on the one hand?

On the other hand, for the bulk of the elderly
under the fee-for-service system how coul d one change
incentives to create this kind of care system given that you
woul d never take away under fee-for-service system
incentives to treat in an intensive way. So how do you
actually nove in this direction?

DR LYNN. [I'Il try to hit at |least a few high
points that stimulate some thought. | think | probably
can't keep track of all the pieces. How do we get there?
think in part we nust devel op sone personnel who care about
this. The project on death in Anerica having funded 30
academ c, nostly physicians, a few nurses and others to work
in this arena has given it an enornous junp start.

Wiy are we out there as the only research academc

institute devoted to end of life care? Wy isn't there a
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GREC or two? Wiy isn't there a Pepper center or two?

My guess is in five years there will be but there
need to be a cadre of people who are commtted to devel opi ng
information that woul d gui de change and to be critical of
one another and to reflect on the nethods issues. Al of
our accounting is done on a per-person basis so we talk
about cost per beneficiary.

Once you get into this arena you' ve got to dea
with length of life so if you have two different patterns,
one of which gives you an extra nonth, that extra nonth
swanps al nost everything else in your analysis and yet how
do we want to value it? There are serious nethods issues
t hat have not really been played out and there need to be
sone people doing that. Then it seens there needs to be a
real enthusiasmfor innovation.

We just finished work with 48 sites around the
country in a quality inprovenent innovation endeavor with
the Institute for Healthcare I nprovenent trying to inprove
end of |[ife care sort of in everybody's backyard. What can
you do today right away? About 40 of those sites nmade big

strides. They did things like cutting pain rates to a
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quarter.

One site took dysnea, that's shortness of breath,
from55 percent down to one or two percent. They nade
enornmous differences in community services, hospice
referrals. This was 40 ordi nary managers out there trying
to inprove their owm systemw thin the current incentives.

There's only so far you can get within the current
incentives, but there needs to be in a sense an enthusiasm
for a lot of innovation. Wen you get to the policy sorts
of things | think the first thing is attention in high
pl aces, the kind of thing you re doing today. The kind of
thing, putting your chapter in |last year has really nade a
difference, the IOMreport that focused on end of life care.

It hel ps begin there to be a | anguage in which
peopl e start |earning how to ask the questions that matter.

That helps a |l ot but then as you get down to specific
policies, what kind of things could we try out?

We could try out, for exanple, trying paying the
real Medicare rate, the fee-for-service doctors who
ordinarily provided continuity services and cut everybody

else in half. ['I]l bet we'd learn real fast to do
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continuity. W could think about fee-for-service in the
hospi ce ki nd of approach where there's a highly skilled team
t hat does the core services.

But the doctor is still a Part B biller and stil
in fee-for-service. Provides an interesting check on
qual ity because the doctor is kind of outside and can be a
critic, but also insures that the doctor who only has three
or four patients like this is buttressed by a systemthat
really knows what it's doing and it insures continuity and
is attentive to the whol e range of issues.

"' m not sure which one of these or the 20 next
ones | could name will work but what we need it seens is a
decade or so here where we're really enthusiastic for trying
out those things with careful evaluation, reporting back,
| earni ng what we need to know in order to really
fundanentally reformthe systemso that the degree of reform
we need to have cones through. |'mnot sure what.

| keep telling nedical students the hardest thing
| have to teach you is | can't tell you what the system
ought to look like 10 years fromnow. If it |ooks like the

best we do today, it's out of place. The best we do today
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ought to be anachronistic 10 or 12 years from now because
the best we do today still has people facing terrible
di scontinuities and uncertainties.

Even if you have a doctor who is terrific, you'l
still face whether your insurance wll cover the things you
need and whet her your famly will get support. So the idea
that we need such fundanmental reformthat even experts in
the field couldn't tell you exactly what it ought to | ook
like is disquieting in nedicine.

Doctors are the group that took 12 or 13 years of
mul ti ple choice exans. W're used to thinking there's an
answer. It seens that the answer at this point has to be
the willingness to try things out and to carefully learn
quickly what it is that really works well.

How do you take care of a huge popul ati on of
denentia patients efficiently, high value care so the
famlies are not routinely w ped out, strapped down, have
their lives ruined, but you also haven't turned your back on
denentia patients? How do we take care of COPD and CHF?

W' ve decided that if hospice can be fixed up, it

m ght well work for nost cancer and the denentia | ooks |ike
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too big a job to tackle. So the one we're going after right
now i s organ systemfailure, heart and |lung disease. |[|f you
could figure out what really good care | ooks |like for heart
and |lung di sease over the next three or four years, could we
al so be politically ready to make the changes necessary to
align the incentives with the good systenf

Right nowif | routinely walked out on patients
with pain, | routinely did not treat them ny chances of
ever having ny knuckl es cracked over that are al nost
infinitesimal. W have to change. And if | do it
routinely, I don't get paid well. | nmean what we val ue
shows and we have not val ued high performance in this arena
until now.

DR. WLKINSON: And |ike anything el se, Mdicare
really leads in both paynment nmechanismand | think could
| ead here in quality of care. And by focusing on creating
the environnment to allow innovation to answer sone of these
guestions in the policy arena and we have denonstrations
i ke Medi Caring or any of the other great ideas that are out
there, we change even that 40 percent of care. |It's going

to filter down into all other areas of care.
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Qual ity can becone our touchstone, that really
just takes kind of the first few steps. Certainly I would
argue end of |ife care is one of the best areas to start in
because we're all going to be there.

DR. LYNN: Three-quarters of us die on Mudicare.

If three-quarters of us were born in Medicare, there would
be sonme standards. What is good prenatal care? Wat do you
have to be to be a contractor? |It's astonishing, there are
no standards.

DR, LEVERS: |, too, would like to add ny thanks.

|"ve been living in this world for a long tine. |I'ma
nephrol ogi st. You tal k about a popul ation that we have a
| ot of data on and nobody has bothered to | ook at it.
Al nost 30 years of data with a federal programthat no one
has taken a good |look at. A major portion of the patients
are rehabilitated, they go on to transplant but the others
end up in care at the end of life. It's a slowend of |ife.
Nephrol ogy has had trouble dealing with it.

If you |l ook for a nodel, | doubt the way we pay

for that is the nodel we would want to assune. Have you

done anything in looking at the end of life care in the
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nephrol ogy popul ati on and the vast amount of information
that is avail abl e?

DR LYNNN. Only alittle bit. [I'mglad you
brought that up. There is a trenendous database in end
stage renal failure now that includes sone quality of life
measures and so on. They're beginning to include sone
advanced directive at |east reporting so it's at | east
there. No one to ny know edge has pl unbed that.

| know from people who work with it that it
appears that the variation that we see in everything else in
end of |[ife care is also present in this very big federa
program so that in sonme areas nore than half of people end
up dying with a deliberate withdrawal of dialysis and in
other areas it's alnost unheard of. It essentially never
happens. Probably there is sonething going on there and one
woul d want to understand whet her people who never stop
di al ysis, whol e groups who never stop it, never have it
presented as an option or whether they have very different
preferences, as you were intimting before, or whether the
groups that are at very high rates are in essence getting

pushed. Aren't you sick enough now or we're talking to
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their famly.

|"d be very curious about that and here's a
dat abase in which you'd have a | ot of national data to | ook
back on. 1've not worked with it at all but it's a
prom si ng i dea.

DR. WLKINSON: Good i dea.

DR. LEVERS:. There's actually two dat abases
because you have the Medi care database, but you have a
nunber of private conpanies that really do have an extensive
database in relation to this. So it's an area |'ve tal ked
for along tine to people about trying to do sonething to

take a | ook at what we can learn fromthis but everybody

seens afraid of it. | don't understand what the fear is to
enter into those dat abases. It's there. There is a fear
for sone reason. | don't know what it is.

DR. LYNN: People are very worried about, and it's
reasonable for you all to be worried about it too, about
t here bei ng any appearance of an interest in how | ong people
live on the part of people paying the bills because there is
a real fear, and | think a reasonable one, that we wll be

overly interested in curtailing our costs that can translate
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into living less long. No one is nore costly than a | ong
termdi sabled patient and life itself is what costs.

It is an area in which we ought to take the
community along with any experts. W ought to be tal king
about the ethics issues in public. It's a terribly
troubling arena when you really nust realize that the big
cost in a denentia patient isn't anything covered in
Medicare, it's the life itself. |It's the day to day care.
It's the toothbrushing and the turning in bed.

So | think the reticence arises froma real fear
of being perceived to be interested in curtailing costs for
| ess than nobl e reasons.

Sonet hi ng el se you said though rai ses anot her
observation which is that the paynent for end of |ife care
that is not curative turns out to be a very difficult ghost
to track. The erythropoietin story | think is fascinating.

| don't think I've tracked it all down yet as to how he
ended up getting covered for a drug which can be taken
outside of a doctor's office although you can't be covered
for narcotics. Now why is erythropoietin covered and ny

pain nedicine is not? They' re both synptomrelievers.
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The coverage decisions that result from sone of
these sort of by the ways m ght be very illum nating but
when we go to big prograns, you know the program at Mbunt
Sinai, the program at Sl oane-Kettering and the program at
M D. Anderson and say how do you nanage to stay afl oat?
Nobody knows. Nobody knows what Medicare is paying, which
bills get paid, which things get cross-subsidized, you can't
really build a field if no one is sure that they can nmake a
busi ness decision to go into it.

DR. WLENSKY: 1'mgoing to ask you in a mnute if
you could very briefly summarize for us what the Medi Caring
denonstration is about so that people who haven't had a
famliarity can just understand.

Peter, and then | think we need to stop.

DR. KEMPER This is a quick question | think.
may not have the nunbers right, but | think you said
sonething |ike 80 percent of people have these | ong deaths
are accounted for by five conditions.

DR. LYNN: Eighty percent of people have one of
five conditions in the year before death. W don't know

that they died of thembut you look at all their diagnoses.
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DR. KEMPER Do you know what percentage of them
are in nursing honmes or sonme sort of long termcare
facility?

DR. LYNN. Since it's essentially everybody in
Medi care those are readily available. It varies enornously
across the country. The nunber of people who are --

DR. KEMPER. No. But | nean the percent of that
group with those --

DR. LYNN. You nean who die in nursing honmes or
who live in then?

DR. KEMPER No, with those five conditions, who
have gotten to this, your end stage with those five
conditions, are many of themin nursing homes or not?

DR. LYNN: Yes, many of themare in nursing hones.

Many are nursing honmes, probably the biggest arena of
gromh for end of life care is going to be nursing hones.
In Oregon now nore than a third of patients are dying in
long termcare facilities, not even being transferred to a
hospital. Probably nationwide it's nore on the order of
about 17 or 18 percent on the national figures.

One woul d guess that Oregon is the wave of the
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future, that as hospitals beconme nore hostile environnents
to people who are dying, nursing hones will be asked to pick
up the slack

Now under the PPS systemthey will have incentives
not to devel op expertise in this arena because it would be

to their advantage in skilled situation, Medicare paid

situations to nove people back to the hospital. So there's
sort of a conflict of incentive here. |'mnot sure where it
will end up resting but nursing homes even nore than

hospi tal s have enornous vari ation.

A friend called nme recently with a 600-bed nursing
home that until recently had never devel oped a nethod for
| ocki ng narcotics because they had never had them on
prem ses. A 600-bed facility with an annual death rate of
probably on the order of 150 or 200 never gave a narcotic,
all the way to facilities that are quite proud of managi ng
patients right through to death.

One | worked with had 80 percent of everybody who
died, died in honme, that is in their hone, in the nursing
home. And the reasons for those very different performances

have never been checked out.
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DR KEMPER. So in ternms of a paynent policy, that
means that this systemof care at the end of life interacts
a great, the Medicare piece of that interacts a great dea
with the Medicaid nursing honme and state hone care as well.

So it's part of a nmuch bigger conplex there in terns of
payment .

DR. W LENSKY: Anne, do you just want to give a
coupl e mnute description of the Medi Cari ng denonstrati on?

DR. WLKINSON: Medi Caring has grown out of both
the support study and the experience gained in good hospice
care, good paced prograns and good palliative care. And the
idea is to transfer what we know about good managenent at
the end of life to the magjority of people who are dying
si nce hospice only covers about 20 percent of all dying
patients in any one year and because the majority of those
dying are in other institutional settings and the
limtations of the service delivery in hospice make it very
difficult to do that.

Medi Caring i s designed to redesign the incentives,
the paynment structure and the care delivery environnment to

nmeet these, what we would call conparable needs for end of
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life care. Things |ike team managenent that can foll ow you
across any care setting and that are responsible and at risk
for that care through the end of life. A 24-hour response
capability in which any problemthat conmes up in the hone,
the famly has a place and a person that they know they can
call and have confidence that that person knows their
situation and has a way to address their problem whether
it's through the tel ephone or bringing theminto an
institutional setting.

It's managenent across all settings and its focus
is prevention of care, prevention of crises, prevention of
sone of the things that we see happening to CHF, COPD
patients right now. Synptom nmanagenent is the goal

So taking again all of these conmponents that we
know work at this nmonment and providing a paynent system and
an environnent of testing to see if the nodels that we think
are going to work and that seemto be working in small scale
across the country right now can, in fact, be nmade into a
uni versal system so that the usual person comng to the end
of their life, like the vision that we tal k about, can be

confident of the systemof care they're going to be
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receiving and confident that the teamthat will be managi ng
their care, will not abandon them w Il be the person that
is there with themto the end, and that they will have what
they mght call, the famly can say after the death that
this was a neani ngful experience.

DR. LYNN: Just kind of the nuts and bolts of what
we're proposing, actually we're sure we're going to be
doing, 40 sites in a collaborative, quality inprovenent node
starting in January or February trying to do this fernment of
i nnovation | was tal king about. And then probably in about
March to put online 10 sites that do not need waivers to
start in a research node of research quality data, enrolling
at |l east 100 patients a year.

And on the order of about two years later to be in
the position to request waivers so that nore generalizable
sites can join in with the hope that then on the order of
four years fromnow we woul d be able to say, here's what
good services | ook |like, here's how nuch they cost and here
are the kinds of paynent schenes that m ght work. The next
phase would be for HCFA to try those out.

DR. ROAE: Who's funding this?
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fromthe VA the Archstone Foundation has just agreed to
fund sonme of it. A good deal of our vision is being self-
funded by the sites that are participating and then there's
a chunk still left out there hopeful to be covered, yes.

DR ROAE: [|I'malready funding them W want to
know how you keep these programs going. You support it from
sone of that other enornous, in patient PPS margin.

DR. W LENSKY: Thank you very much, Anne and
Joanne. W're going to open it up for public coment if
there is anything that people would Iike to raise at this
poi nt .

DR. VWEISS: |'mHarold Wiss, physician. Before
wor ki ng for the Del marva Foundation, the local PRO, | served
as a pul nonary physician and director of residency program
in a local hospital where nmy contact was primarily with COPD
patients at the end of life.

The difficulty that | faced was working with
patients and their famlies, having gotten themto the point
where they were willing to accept that when the tinme cane

for the disease to have run their course, having counsel ed
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them what wi Il happen and havi ng had them agree that they
woul d not wish to be on a ventilator and sign the
appropriate fornms, invariably or at least in many of the
cases that | dealt with, two to three hours or four hours
prior to the time of anticipated death, there would be a
sudden change of heart.

The famlies would say | didn't realize it would
be this difficult to see ny loved one go. | don't think we
want to persist with these things that we sign and we want
nmom or dad back on a ventilator. [In one case they even
brought a letter froma | awer challenging the nom s signed
statenent was valid because of the | ow oxygen, high PCQ2.
So the chall enges, therefore, are both education of famlies
as well as education of providers.

However, ny recent experience with the PRO
nmovenent warrants my suggestion that perhaps when we do
health care quality inprovenent projects which we are
i nvolved in, nost of which include the diseases that have
been nentioned that result in end of life for Medicare
patients, that perhaps there ought to be included in these

quality indicators not so nuch what should be done, which
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are relatively easy to establish fromclinical data but
perhaps there needs to be a database as to what shouldn't be
done and what are those quality indicators.

It's easy to say that a patient with pneunoni a
shoul d get antibiotics which is a current study in progress,
but is there data to suggest which patients should not and
can quality indicators be devel oped that are acceptable to
the nmedical community and to patients to devel op those kinds
of quality indicators and add themto the studies that we do
i nvol ving diabetes, heart failure, et cetera? Is it
f easi bl e?

| would ask the presenters to perhaps comrent on
t hat .

DR. W LENSKY: Thank you, but | think what we wl|
do is these are issues that will be comng up in our
af ternoon di scussion. W're going to basically spend the
afternoon tal ki ng about quality assessnent strategies. The
nmeeting, of course, will be open and you may want to stay to
listen to the discussion by the various groups who are doi ng
qual ity assessnent.

Unl ess you have anot her comment, we're going to
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break for lunch and I'mgoing to ask the comm ssioners to be
back for an executive session at 1:15. Be sure to be back
here at 1:15 so we can have a 15-m nute executive session
bef ore we open agai n.

MS. METNITCH. This is nore of a nethodol ogi cal
coomment. |'m Rene Metnitch fromthe Health Care Financing
Adm ni stration and we actually do have a | ongitudi nal
dat abase that we've built where we've |inked Medicare
expenditure information to the SEAR data with the National
Cancer Institute and we have a fair nunber of years that
we've linked. It is confined to patients that have been
di agnosed with cancer, but it's a fairly rich database. It
allows you to examne a variety of different questions. So
it's just nore for information.

DR. W LENSKY: Thank you very much. Mirray has
told ne that the people who we were going to have be
presenting to you in the executive session are not going to
be here at that point so we wll just wait until 1:30 to
reconvene.

M5. GAGE: One nore comrent. Dr. Lynn has urged

me to stand up. Barbara Gage with the Urban Institute.
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We're al so doing sonme of this work in a project funded by
ASPI to | ook at Medicare's hospice benefit and howit's
being used. So we're doing sone conparative anal ysis of
the 1996 benefit, who is using hospice; howlong they' re
using, et cetera. And doing sone conparative work with the
decedents, | ooking at who went on hospice and who didn't.

We're al so subcontracting with Brown to do a
little study of the nursing honme popul ati on using the MDS
data which | think cane up this norning to | ook at sonme of
the differences there as well as to who was on hospice and
who isn't on hospice in the nursing honmes controlling for
certain diagnoses.

DR. W LENSKY: Wen do you anticipate the study
will be available to the outside?

M5. GAGE: W' re expecting the data to arrive any
day now but we're al so doing sone front end work which you
guys mght be interested in, in terns of interview ng both
t he nursing home industry and the hospice industry as to how
t hey define the hospice benefit or palliative care or end of
life care because there seens to be sone real definitional

probl ens and we'll be happy to share that.
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DR. W LENSKY: Wuld you? Again, | don't nean to
press you too hard on this. Is it like, do you think a six
or seven-nonth period once you get the data that you woul d
have information available? M main interest is, is it
sonething we nay be able to see prior to either our March or
our June reports?

M5. GAGE: Prior to your June report.

DR. WLENSKY: Thank you very nuch. Any ot her

comments fromthe public?

DR. CASEY: |'m Don Casey, |I'man internist and |
work with Harold. | just want to make an observation about
teaching. | appreciate Dr. Lynn's comrents having taught

and al so practiced in primary care and taking care of a |ot
of end of life people. | appreciate the sensitivity to
t hat .

But | would challenge this comm ssion and al so
those involved with these research activities to consider
the preferences and attitudes of the caregivers because |
thi nk that the outcone of their performance is as nuch a
function of their own internal feelings about death. Anyone

who has taken care of patients knows what |'mtal king about.
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So | woul d encourage a sensitivity to that.

DR. W LENSKY: Thank you. W wll| reconvene
at 1: 30.

[ Wher eupon, at 12:37 p.m, the neeting was

recessed, to reconvene at 1:30 p.m, this sane day.]
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AFTERNOON SESSI ON [1:29 p.m]

DR. W LENSKY: W don't have all of the
conmmi ssioners back fromlunch but we have nost of the
comm ssioners back fromlunch. So | think because we're
aware that all of you, not surprisingly, have tine
constraints and we're very appreciative of the fact that
you' ve been willing to give us sone of your valued tine as
we | ook at these issues, we're going to start the afternoon
panel .

On the first panel we have four individuals. |I'm
going to ask Beth Docteur who heads our area of quality to
i ntroduce you. |If we can have David Lansky, Peggy O Kane,
Dennis O Leary and Randol ph Snpak cone join us up here,
woul d appreciate it. Beth, would you like to just introduce
so we know whi ch groups we have?

M5. DOCTEUR: This afternoon we have a series of
t hree consecutive panels who are here to provide us with
informati on and sone expert opinion related to one critical
i ssue on MedPAC s agenda this year. That issue is how can

Medi care best use its power as a health care purchaser to
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inprove the quality of care that's obtained by Medicare
beneficiaries.

Qur first panel is here to bring us up to speed on
sone of the key nechanisns currently used for quality
assessnment, particularly health care quality neasurenent and
accreditation systens. W'I|l have the panelists each give a
short presentation and then leave tine at the end for
guesti ons.

We have with us today Dr. David Lansky who is the
presi dent of the Foundation for Accountability or FACCT.
This is a non-profit organi zation that focuses on hel ping
consuners nmake nore infornmed decisions about their health
care.

Qur second panelist will be Margaret O Kane. Ms.
O Kane is the president of the National Commttee for
Quality Assurance. This is the organization responsible for
HEDI S as well the HED S neasurenent set as well as a | eading
heal th plan accreditation body.

Next, we'll hear fromDr. Dennis O Leary, the
presi dent of the Joint Conmm ssion on Accreditation of Health

care Organi zations. His organization is responsible for the
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accreditation of hospitals, hone care providers, hospices
and many ot her types of health care organi zations.

Followng Dr. O Leary we'll hear from Dr. Randol ph
Snoak, the Chair of the Board of Trustees of the Anmerican
Medi cal Association. Dr. Snpak al so chairs the governing
body of the American Medical Association's new physician
accreditation program He'll tell us about that today.

Your neeting materials include additional
bi ographi cal sketches of our panelists so w thout further
adieu, I'll turn it over to Dr. Lansky.

DR. WLENSKY: |If | can ask your help in trying to
make sure we have enough tinme for the conm ssioners to have
a dialogue with you, if you can be sure to keep your
comments to between five and 10 m nutes. The nost
interesting thing for us, and | think probably for you, wll
be if we can maxi m ze the anount of tinme we have for

exchange with each other. Dr. Lansky?

DR. LANSKY: | do have a set of handouts, pass
that around if we could. I'msorry there aren't enough for
all the other guests but I'll be happy to nmake them

available if soneone wants to contact ne later. These are
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overheads. | won't show the overheads. Let ne just talk
through themw th you briefly.

First of all, thank you very much for inviting ne
to join you today. | appreciate this opportunity to be with
my coll eagues and hel p tal k about the challenges for the
Medi care program and quality assessnent.

| won't go through all of these slides if that
Wi ll reassure you | hope. | just want to talk about a few
of them and give you sone highlights of what we're doing. |
gave you nore than you needed as background but don't be
al ar med.

DR. WLENSKY: W were given this. W do have
sonme background.

DR. LANSKY: FACCT was formed about three years
ago by purchaser organizations both public and private and
by consunmer organi zations. You'll see fromthat second
slide in the packet, HCFA sits on our board of trustees with
two representatives. It has since we were started. W are
very nmuch board driven rather than say staff driven. That
is we try to understand the needs of the organizations on

our board of trustees which you' ve had in the previous
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material. W have several federal purchasers, federa
enpl oyee benefit program the Veterans Adm nistration, for
exanpl e, are also on the board.

Initially, FACCT was focused on devel opi ng outcone
measures that could be used in various purchasing and
per f ormance neasurenent systens such as HEDI S or ORYX as
well as in direct use by purchasers. Frankly, our role has
changed sone and we are now still in the business of
devel opi ng out cone neasures and reporting neasures. For
exanple, we're very active in the children's health arena
right now in support of the CH P and Medicaid prograns in
children's health.

But | want to talk to you today | ess about
speci fic performance neasurenent strategies and nore about
the ability of consuners to nmake decisions. Qur work has
evol ved recently to really a greater enphasis in the case of
t he Medicare programon the beneficiary's ability to nmake
choi ces based on seeking high quality care for thensel ves
and their famly.

And as obviously we attain an individual choice

nodel of the Medicare system it provides an unusually
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interesting vehicle for exam ning how do you individuals
make decisions and will that decision maki ng power change
the health system \Wile there are obviously regul atory
strategies and quality assurance strategies that are
relevant to the inprovenent of the health system our
particular role is to enphasize the ability of the inforned
consuner to change the health system

In terns of nodern tines, | think there's probably
no other role we have in life, other than health care, where
we have as little information and opportunity and power to
shape the care we get. So our interest is in changing that.

The two in particular we've devel oped is on the
top of the second page of the handout, the consuner
information framework. This was devel oped originally under
contract to HCFA which was conpleted in June of '97. HCFA,
anticipating BBA, recognizing their growing responsibility
to provide information to beneficiaries asked us to | ook
into what do Medi care beneficiaries want to know, what do
they think quality is; how do they make deci sions; how coul d
we, HCFA, provide information to the popul ation we serve so

that they can make better decisions and choose either
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systens of care under the BBA options or individual
providers of care if they're retaining traditional Mdicare?
Since then we have validated this framework with
federal enpl oyees, benefit program enpl oyees, Medicaid in
sone states, diagnosed populations. It has been used in
various fornms by a nunber of organizations and systens.
Several states are using it to organize information for both
Medi cai d and enpl oyee popul ati ons. The Federal Enpl oyee
Benefit Programis using it to organize information for
federal enployees. NCQA has nade an adaptation of it for
use in accreditation '99. So we feel like it has had sone
inpact in a way of organizing information for consuners.
There are three parts to it | want to very briefly
touch on, on the second side on page two, that we approach
this, and again I'Il just enphasize we are beginning with
t he question of how woul d Medi care beneficiaries nmake
deci sions that would reward better quality care, both for
t hensel ves and as a signal to the health systemto reward
quality in the original paradigm
There are three parts to this: communications,

messages, a nodel for information, presentation and the
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measures thenselves. 1'Il talk just briefly about each of
t hose three.

The idea of the nessages is one we canme upon
frankly fairly slowy and late. W did a nunber of focus
groups with different groups of consuners around the country
including in the Medicare program and di scovered perhaps to
no one's surprise that relatively few people in the
community as a whole believe that it is their job or they
have the power to nake inportant health care decisions.

There are a nunber of ideas that we call nyths
that prevent people fromfeeling that they are enpowered
consuners when it cones to their health care choices. One
thing we identified were sonme nessages to hel p debunk those
nmyt hs and give people a sense of their autonony.

An exanple of the kind of nyth I"mreferring to is
the idea that quality is the sanme everywhere. | may as well
choose this doctor or this hospital or this HMO as anot her
because there's no difference in the kind of care | or ny
famly is going to get.

As | ong as peopl e believe that, we have plenty of

evi dence that says that's not true, as |long as people
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believe it, there's no reason to make a decision that favors
quality. There's no reason to seek quality information. W
collectively have a responsibility we think to alert the
Anmerican public that quality varies substantially and their
decisions are very inportant to their health and to the
Anerican health system

So there are sone nessages you'll see in the
m ddl e of page three that we have been testing to help
peopl e understand the inportance of these decisions that
t hey make when they enroll in an HVO or when they select a
physi ci an.

Quality matters, not only cost, not only access
but quality really matters. W need to talk about that nore
than we do. Quality varies enornously. You put your health
at risk by making a decision of where you seek care and you
need to understand that. Quality can be better than it is.

That's consistently true al nost everywhere we | ook. And
that you, the individual consuner, the Amnerican citizen can
make a difference in the health system by thinking about
quality and taking actions to seek out quality care.

So that's an enpower nent nessage and strategy,
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which as I'll say at the end, | think is an opportunity for
the Medicare programto enbrace as it follows, as it
executes the BBA strategy.

The second part of this nodel is called the nodel,
the framework is the nodel. You'll see at the bottom of
page three a five-part nodel described or nentioned. It's
given in sone detail on the foll ow ng pages. The nodel
contains five parts to it and essentially what we're saying
IS you can produce a consuner report card which contains
five grades or five scores in it describing the quality of
care available froman HMO, PSO, a delivery system a
medi cal group

We can tal k about the units of analysis at another
time, but what people care about when we talk to themon the
street are five things. WII | get the basics? W think of
that as service, quality, access communication, partnership
i n decision maki ng.

Secondly, will they help ne stay healthy? WII
this health systemhelp nme to stay healthy? Prevention,
heal th pronotion, health education and so on.

Thirdly, if | get sick, will | get better is the
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phrase people use. Do they hel p people recover |evels of
functioning and health in |ight of acute problens where

recovery i s possible?

Fourthly, if I"'mnot going to get better, | have a
chronic illness |ike hypertension, diabetes, asthma, heart
failure, wll they help nme live with this illness, nmanage

the synptons as best as possible, maintain functioning as
best as possi bl e?

And finally, we call changing needs, if I'mreally
in a downward spiral, ny health status is fundanental ly
changing. |'mfacing death, disability, permanent |ong term
care, change in ny health status, does this health care
organi zation help ne and ny famly, ny care givers go
through this inevitable transition in nmy health status?

W think it's possible to develop a grade, a
performance score for each of these five categories of
quality that people on the street talk about all the tine.
We've not really given thema vocabulary of quality, and
this is an attenpt to introduce, think of it as the colums
of a Consuner Reports report. So we were working down that

pat h.
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Let me skip to the third area that we're worki ng
on within this framework. And by the way, I'll show you at
the bottom of page five that chart that illustrates the
assi gnnent of quality neasures to these five categories is
just to illustrate that given HED S, given ORYX, given the
CAHPS survey and other tools that are out there,

di senrollment rates in the case of Medicare, for exanple, it
is possible to assign those individual itens to these five
categories |'ve suggested to you and then conpute a score.

W' ve been doing a lot of work with various state
governments and private purchasers to conpute those scores
based on the available information that we have today. The
final of the three parts is the neasurenent strategy. You
can | ook at the slides on page six and seven about that. |
just want to nention the way we approach this has a very
strong consuner input conmponent to it.

We do focus groups with patients and famly
menbers who have been affected by these illnesses. W get
expert opinion. W get health services researches and
clinicians to wite background papers describing the state

of the art in neasurenent in these areas, then we couple
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consuner requirenments of what consuners think quality is

w th what experts think quality is to build a neasurenent
set around these problens. And I'll let you | ook at that at
your | eisure.

W have themas you' Il see on the top of page
seven for a nunber of clinical areas, such as breast cancer
and di abetes and sone popul ati on-w de circunstances such as
end of life care and health status neasures. On the bottom
of page seven you'll see what we think should happen next to
move this field along, which are really two strategies. One
is to organi ze what we now know into these five categories
so that as the HCFA program has access to CAHPS data, health
of seniors data, HEDI S data and so on, we woul d encourage
themto organi ze what they know about quality of care into
these five categories so that consuners can understand it
using sinple | anguage and a sinple framework that is
accept abl e and valuable to the consuner.

But secondly, we use these five categories as a
gap analysis, as a map to what we don't know. Wen we take
t he neasures that are avail abl e today through the hard work

of ny coll eagues here and put them up against these five



83

kinds of interests that the public has, we find sone things
mssing. W're not very well able to speak to the public
about the quality of long termcare, about the quality of
end of |ife care, about the quality of serious chronic
illness care. W think those are opportunities for neasures
devel opment. Those are the two strategies we think should
be pursued.

Let me just conclude with a couple of thoughts
specific to HCFA, responsibility and programm ng. You'll see
at the top of page eight ny |ast couple cooments. 1|'ve
encouraged the Medicare programin particular to be an
advocate for consunmer quality decision nmaking as a part of
t he messagi ng and education strategy they undertake. | do
think it's possible to nake this work. | don't think we
should dismss it casually.

We do know what beneficiaries want to know and we
know how to communi cate to them W know how to neasure it.

We can get on wth doing that. | think having a framework
for comrunicating to the public is as inportant as
st andar di zi ng what we neasure. Hope you consi der the

communi cations chal | enge equal to the neasurenent chall enge.
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Thank you.

M5. O KANE: Thank you for the opportunity to talk
to you today. |I'mgoing to start wth sone general remarks
about NCQA. For those of you that know us, bear with ne.

We're a working partnership anong health care
purchasers, consuners, managed care plans and quality
experts, so you'll see that kind of a stakehol der
representation on our board of directors and our conmttees.

W were established in 1979. W were closely related to
the HMO trade associations until 1990 when we went

i ndependent. We're an independent 501(c)(3) non-profit.
You shoul d have a handout at our place, | forgot to nention
that, and there should be enough for people in the audi ence
as well.

Qur vision is really of a value-driven marketpl ace
for health care where everybody in the systemis accountable
for the quality of care that they deliver. W think that
that requires standardi zed neasurenent. In this vision,
consuners and purchasers are enpowered with information when
t hey make their choices anong health plans. Health plans

ultimately need to be enpowered with information as they are
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contracting with providers. Suppliers conpete on both cost
and quality.

Now, when | started working in health care, when
was in graduate school, we |learned that there wasn't any
conpetition in health care. Today we have conpetition in
health care and it is price driven conpetition.

So | think that there is precious little value
driven conpetition today. W think it's a very critica
agenda because the result of price conpetition we think wll
be to harmquality. So we see this as extrenely critical
Qur current approach to quality assessnent has two prograns.

Qur accreditation programand certification prograns that
basically feed into that.

We've had pretty good luck with that because of
t he support of purchasers that mandate NCQA accreditation
like Ford, like GE. 51 percent of HM>s are in the process
or accredited already but that actually belies the inpact
because 75 percent of HMO lives are inplants that we've
accredited.

The other piece is HED'S, the Heal t hpl an Enpl oyer

Data and Information Set which is basically a standardi zed
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way of |ooking at how well health plans achieve clinical
results and ot her kinds of results. Exanples of sonme of our
HEDI S neasures are breast cancer screening, beta bl ocker use
after acute nyocardial infarction, snoking cessation,

counsel ing, prenatal care, imunization of children and
teenagers. There's now a standardi zed nenber satisfaction
survey, beginning next year it will be nerged wth the CAHPS
survey.

We think that these common neasures nake
meani ngf ul accountability possible because it's only by
bench mar ki ng across organi zations that you're really able
to identify outstandi ng performance and al so sub-acceptabl e
per f or mance.

W started this work with a heavy enphasis on
preventive services and as we nove forward, we are now
trying to address sone of the areas that David nmentioned
which are really nmuch tougher to neasure, |ike how well are
the chronically ill treated within health plans? How do we
sel ect nmeasures? W have basically three types of
eval uation that we do. Relevance to purchasers and

consuners, and we've done formal focus group work with that
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and sonme surveying as well as having these representatives
on our comm ttees.

The scientific validity of the nmeasures and
feasibility, which is always a big issue because it turns
out that even gathering what seens |ike pretty sinple m nded
measures is quite a task for the health plans. W have
several new HEDI S neasures comng online in 1998. These do
address care of the sick.

One is a neasure of cholesterol control after a
patient has a major cardiac event. The second i s nmanagenent
of antidepressant nedications for patients that are treated
with nmedication. And then there is a whole set of diabetes
measures whi ch were devel oped in collaboration with FACCT
and HCFA and the Anerican Di abetes Association, called DQ P

The new consuner survey also is comng out for
i npl enmentation in July of 1999.

One of the things that we're nost excited about is
that we are now begi nning the integration of performance
measurenent into the accreditation program So we think
that how well you do in achieving these results ought to

have sone kind of an inpact on your accreditation outcone.
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So starting in July of 1999 there will be 25 percent of the
score of the accreditation score will be driven by clinical
performance and nenber satisfaction. The remaining 75
percent will come out of the systens reviewthat's currently
the accreditation program

Wiy are we doing this? Well, it seens |ike a very
good idea to have a single answer about how well is a health
pl an doi ng, although we can go to greater |levels of detail.
We al so have di scovered through our work with purchasers
that | eaving aside the | arge purchasers who are very
sophi sticated and can really do wonderful things with the
HEDI S data, for a broad spectrum of purchasers |ike nost
smal | purchasers, they've been sonmewhat nystified by the
HEDI S data and really are unsure what to do with it.

So we think that packaging it in this way wl|
al so enable us to give themreports that are very, very user
friendly and really work for the |layperson. So we think
that by increasing the power and utility of these two
instrunments by nmerging themthat we can really drive this
quality agenda forward and provide better information to

di sti ngui sh anong pl ans.
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W're at a state of maturity |I think with the
HEDI S process, although it'll never be finished |I'm sure,
where we have a neani ngful set of neasures, always with nore
in the pipeline, and that's a whole other issue we can talk
about in the discussion, but we also have an audit process.

We have 11 licensed auditors now that are auditing
HEDI S data. Because since they are self-reported, it's
really critical that we be able to trust them And then the
st andar di zed satisfaction survey we've got that whole issue
wi th CAHPS wor ked out so that there's one out there for the
moment at least. W really do hear fromour work with
purchasers that this is what the market wants. David
menti oned that they helped us on this framework and we're
very excited about it. W think it does speak in a very
user friendly way.

Anyway, so the highlights of Accred. '99, let ne
reinforce. The score depends on performance. W are
continuing to address public concerns. W feel a real need
to make sure that we're staying current with public policy
concerns since being able to have deem ng status is al so

critically inportant to us.
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We have new | S standards that start to count in
the year 2001. W have product type outconme reporting which
means we're going to be reporting by Medicare, Medicaid and
commercial for the first tinme as well. Qur recomendati ons
to you, there really ought to be core neasurenents sets at
all levels.

Measuring quality is costly. If we don't al
coordinate our act, we will all nove forward nuch nore
slowy and wth nuch nore hassle for everybody.

St andar di zati on reduces cost and enabl es conparisons. |
said that 75 percent of HMO lives are in accredited HM3s

but 51 percent are accredited but 90 percent of HMJs are
actually reporting HEDIS. So sonehow t hat agenda really has
noved forward in a very rapid way.

We believe that core sets are still needed for
providers and institutions and there will be a need to
coordinate that and we will be working with the joint
conmm ssion, AMAP, on the Performance Measurenent
Coordinating Commttee. So we really have to think | think
if we really want accountability throughout the system how

can we do that in a way that's very efficient, that doesn't
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drive everybody crazy by sending different signals through
the systemand by driving up cost in an irresponsi bl e manner
wi th no val ue added.

So we recommend that you pronpote deem ng and we'd
like that to be a neani ngful deem ng process and one that we
can work with. There have been sone proposals that we are a
little bit unconfortable with. W think that deem ng can
work really very effectively for a nore forcefu
accountability systemand it can be a win-win from our
sources' perspective, not only for us, for the regulators
but also for the health plans. |f we have a consistent
approach, we will actually be nore effective by sending a
common signal to the system

In summary, we'd |ike to make sure that you
encourage the Medicare programto build on existing work to
make sure that core neasurenent sets exist at all |evels of
the system Utimtely, | know we're years away fromt hat
but that this is all done in a highly coordi nated and
coherent fashion and to support the kind of public/private
partnerships that we would |i ke to have.

DR. W LENSKY: Thank you. Dennis?
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DR. O LEARY: Thank you. |'mpleased to
have the opportunity to present to you the views of the
Joi nt Conm ssion on Accreditation of Health care
Organi zations. In the few mnutes that | have, | would |ike
to focus on the three goals of reducing duplication in
qual ity oversight activities, bringing nore health care
provi ders under the oversight unbrella and integrating
performance neasurenent into the oversight process.

| believe these goals can best be achi eved by
forging an inproved public-private sector partnership
bet ween federal oversight progranms and accreditors. These
col | aborative efforts offer an inportant opportunity for the
public in general and Medi care beneficiaries in particular
to benefit both fromthe cutting edge expertise and
experience of private sector accreditation and the | everage
for achieving key mandates that is exerted by the public
sector. Reducing duplication in quality oversight
activities has been an explicit goal of the Joint Comm ssion
for the past five years.

It is evident that eval uation resources are being

ineffectively allocated when sone health care organi zations
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are subjected to nunerous oversight evaluations while others
essentially receive no attention. New federal
responsibilities for managed care will introduce additional
chal l enges into this equation. Looking forward, it becones
a practical necessity that cooperation, coordination, and
col | aboration characterize quality oversight in the new
m || enni um

In 1994, the Joint Conm ssion | aunched a ngj or
initiative to reduce redundancy in the evaluation of health
care providers. As a result the Joint Comm ssion has now
entered into formal, collaborative recognition agreenents
wi th six other national accreditors that have net our
expectations for standards, surveyor training and survey and
accreditation decision processes. Additional agreenents are
currently being negoti at ed.

The benefit of this initiative is easily seen in
t he managed care arena. |In situations where the Joint
Comm ssion is asked to performan accreditation survey of an
integrated delivery system it is likely that sonme of the
health care providers that are conponents of the systemwl|

al ready be accredited by other oversight bodies.
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Where the Joint Comm ssion has a recognition
agreenent with those other accreditors, second eval uations
of the affected conponent by the Joint Comm ssioner are not
conducted. On the flip side, the Joint Comm ssion has many
partnerships with states that accept Joint Comm ssioner
accreditation in lieu of some or all of their own on-site
eval uations for state |licensure.

We al so have a | ongstandi ng deem ng rel ationship
with the Medicare programthat formally recogni zes our
hospi tal accreditation decisions and nore recently deem ng
rel ati onships with honme health, clinical, |aboratory and
anbul atory surgery accreditation prograns have been
established. These governnment deem ng rel ationships are
hi ghly val ued because they provide accountable state of the
art quality oversight for the public while al so saving
significant taxpayer dollars. By their nature, they thus
permt governnent programnms to focus on those organi zations
that are not accreditable or have otherw se becone
probl emati c.

Not wi t hst andi ng the exi sting successful deem ng

rel ati onshi ps, the Medicare program has generally been sl ow
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to encourage and respond to deem ng requests. For exanple,
even though the DBA of 1997 directs HCFA to establish a
Medi car e+Choi ce deem ng program it appears that it will be
| ate 1999 before HCFA is ready to act upon any managed care
deem ng request fromthe private sector

Further, early indications from HCFA raise
concerns that Medicare+Choi ce deem ng may, unlike existing
deem ng rel ationshi ps, be franed nore as a contractual
relationship with accreditors than as an interdependent
partnership. This distinction is inportant in that
accrediting body requirenents comonly exceed federal
requi renents causing Medicare certified entities to neet a
hi gher standard of performance than woul d ot herw se be
expected if the accrediting body were sinply a federal
contractor.

We enphasi ze the need for accrediting body
accountability in these public-private relationships. That
accountability is essential to any public assurances that
are provided and to the ongoing credibility of the private
sector and public sector partners. Current accountability

mechani sms include bilateral information sharing and vari ous
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validation activities. These nechani sns require constant
nmoni toring and i nprovenent when opportunities are
identified.

| f duplicate of oversight activities represent one
end of the spectrum absence of substantive provider
organi zation oversight is at the other extreme and is just
as real. This is a direct outgromh of resource |imtations
both at the federal and state |levels. Consequently, tens of
t housands of health care provider organi zations and
suppliers participating in the Medicare program nany of
t hem provi ding high risk services, are going wthout routine
i nspections for up to eight years.

Mor eover, HCFA appears unprepared to eval uate and
monitor the newer nodels of care that will conprise the
Medi car e+Choi ce options. On this point the general
accounting office has recently commented on HCFA's | ack of
qualified persons in the regional offices to determ ne
whet her Medi car e+Choi ce types of applicants are neeting
quality of care requirenents.

According to the GAO HCFA has "been conducting

only paper reviews of HMO s quality assurance plans in
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exam ning only the description rather than the

i npl ementation of HMO s quality assurance processes."” These
extreme but critically inportant exanples underscore the
need for and benefits of deemng relationships. Private
sector accrediting bodies provide a continuously refreshed
reservoir of contenporary expertise, the capacity to assess
actual organi zation performance and inportantly, a
commtnment to be fully accountable to the public sector
partners.

In this nodel, the provider organizations bear the
resource expenditure for the oversight process as the cost
of doing business. The last few years have seen enornous
strides by the private sector in planning for the
integration of performance neasurenent into the standards
based accreditati on process.

In 1997, the Joint Comm ssion announced the ORYX
initiatives that has as its fundanental goal a nore
continuous data-driven accreditation process which will by
definition focus on the performance issues in the individual
organi zation. ORYX has been designed to create the

infrastructure for health care organizations to coll ect,
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report and use performance data using neasures that are
valid, reliable and standardi zed. Thus, ORYX is an
inportant bridge to the next generation of quality

eval uati on.

The significant contributions that ORYX offers do
not di m nish the conpelling need for public and private
sectors to also work nore closely together on performance
measurenent activities. Performance neasurenent is costly,
both in terns of human and nonetary resources and can easily
becone unreasonably burdensone to the providers
participating in nmultiple nmeasurenment prograns. The
principle goal of a public-private sector partnership in
this area should be the devel opnent of an integrated set of
core neasures applicable across all types of providers of
care and all levels of accountability.

To that end, the Joint Comm ssion has co-founded
t he Performance Measurenent Coordi nati on Council w th NCQA
and AMAP and through this joint endeavor our three
accrediting bodies are seeking to nake perfornmance
measur enent nore neaningful to all types of decision making

i ncl udi ng public purchasers.
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The PMCC wel cones the opportunity to coll aborate
with the anticipated forumon health care quality
measurenent and reporting. However, we submt that an even
nore i medi ate partnership with the federal governnent is in
order. HCFA has signaled its interest in performance
measurenent for managed care through its draft Q SMC
st andar ds.

We suggest that HCFA's interests and capabilities
| ay the potential foundation for an even nore powerful and
expanded partnership with the private sector. Absent such
col |l aboration with the private sector, there is by contrast
a great risk of significant duplication of effort and the
possibility that new governnment requirenents for perfornmance
measurenent will not benefit fromlessons |earned in the
private sector.

I n conclusion, the present system of deem ng has
served the country well since the Medicare program was
enacted. It has been an effective nmechanismfor bringing
needed efficiencies into the system while also
significantly inproving the quality of care provided. In a

country now faced with grow ng public anxieties about
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quality of care and with increasingly conplex health care
delivery nodels, the need for effective public/private
part nershi ps has never been greater.

To be sure, the explanation of deem ng
relationships will require the front end of investnent of
energy and resources by the public sector and private sector
partners. W submt that this investnent will be well
worthwhile. G ven the rapidly grow ng sophistication of the
qual ity eval uati on process HCFA cannot do this job al one.
Private sector accrediting bodies are wwlling to do the job
under public sector oversight and be held accountable for
t he out cones.

There are relatively fewwin-wn situations in
health care today but this is one of themfor the public and
for the private sector and public sector agents. Thank you.

DR. W LENSKY: Thank you. Dr. Snpak?

DR. SMOAK: Good afternoon. Dr. WIensky, nmenbers
of the MedPAC, ny nane is Randol ph is Snmoak, Jr. [I'ma
practicing surgeon in Orangeburg, South Carolina and Chair
of the AVA Board of Trustees. | also chair the governing

body of the AMA programthat establishes qualification and
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performance standards for individual physicians. The
programis known as Anerican Medical Accreditation Program
or AMAP. W're please to have the opportunity to discuss
AMAP and the coordination of various public and private
sector efforts to evaluate the quality of care.

AMAP is a voluntary conprehensive accreditation
program t hat eval uates individual physicians according to
nati onal standards. These standards, which | have attached
to my witten testinony, which you shoul d have, addresses
five areas: physician credentials, personal qualifications,
envi ronment of care and nedical records, clinical
performance and patient care results. Together these
standards constitute a conprehensive review of the quality
of patient care of a physician's practice.

AMAP' s primary focus is continual inprovenment in
the quality of care provided to patients. To that end, AVAP
is establishing standards for physician quality and then
eval uating the performance of individual physicians agai nst
t hose st andards.

To hel p physicians inprove quality, AVAP w ||

provi de each physician with an accreditation report that can
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be used to help identify areas for inprovenent. The reports
will in the future include current neasures of clinical
performance and patient outconmes across a spectrum of plans
unli ke the current situation, where a colleague of m ne
receives C-section profiles fromthree different plans which
vary widely. One showed himto be well below the average of
utilization. Another showed himto be above average and the
| ast showed himto be average.

Through the accreditation process AVAP al so
generates extensive information which a hospital or health
pl an can use to evaluate a physician for privileging and
contracting. Qur goal is to use this information to inprove
efficiency and elim nate unnecessary duplication and
redundancy in the data collection process. AMAP will
provide a conplete and accurate picture of a physician's
entire practice.

For exanple, a colleague of mne has to
conpl ete 23 applications and host nunerous on-site office
visits. AMAP accreditation has the ability to acconplish
this with one review every two years. One application, one

review, and the resulting single set of information can
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satisfy the needs of all 23 of those interviews.

AMAP accreditation is open to all practicing
physicians. It is independent of a physician's nenbership
in the AVAL AMAP is currently available in three states and
the District of Colunbia. It will begin operating in at
| east three nore states by year end. Wthin the next two or
three years it will becone avail able nationwi de on a state
by state basis. Mre than 3,000 physicians have applied for
AMAP accreditation to date and the first physicians are now
AMAP accredited. W believe that ultimtely AVAP
accreditation will becone a mark of high quality and
dependability hel ping patients and the public to identify
qgqual ity physici ans.

AMAP is al so working extensively wi th national
medi cal specialty societies and neasurenent experts.
Recently, they convened a neeting of 29 national nedi cal
specialty societies who serve as AMAP Speci al Advi sory
Committee or SAC. This group, which represents al
specialties that have ABMS certification prograns, provides
advice to AMAP on how to neasure physician clinical

performance and patient outcones.
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Menbers of another AMAP conm ttee, the Performance
Measurenents Advisory Conmttee or PMAC, al ong with nenbers
of SAC have already forned two working groups. The first,
to select neasures for use in the treatnent of diabetes and
eventually 50 other clinical conditions and, secondly, to
i nprove physician neasurenent systens.

The conmm ssion al so asked us to comment on how
AVAP will relate to other private sector efforts to neasure
performance. W're pleased to say that AVMAP is coordinating
its clinical performance neasures with activities wth those
in the hospitals and the health plans. AMAP, |ike Joint
Comm ssion and NCQA, is incorporating performance
measurenent requirenents into its accreditation standards.

Joi nt Conm ssion, NCQA and AVAP recently
establ i shed a Performance Measurenent Coordi nating Counsel
of PMCC to mnim ze duplication and increase cooperation in
devel opi ng performance neasures. The goal is to define
measur enent that can be collected once and then used in
mul ti pl e ways.

We're | ooking forward to our first PMCC neeting on

Septenber the 25th. The AMA believes that these private
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sector efforts provide our greatest opportunities to inprove
care and to establish accountability for quality in health
care at all levels, individual physicians, hospitals and
health plans. At this stage of developnent in quality
measur enent i nprovenent, we would strongly caution agai nst
any intrusive public sector approach. The public sector
typically lacks the flexibility and creativity that the
private sector can nount.

We believe that governnent can play an inportant
role in supporting research and devel opnent of nethodol ogi es
for quality and neasurenent and risk adjustnment. This
conbined with the private sector initiatives in standards
and neasures devel opnent will provide the basis for a
coordinated national quality initiative. An inportant step
inthis integration process is a quality forumreconmmended
by the president's quality comm ssion and currently in the
pl anni ng st ages.

We're excited about this forum s prospects for
supporting and encouragi ng the innovative work already under
way in the private sector. W believe that our work, along

with the work of the other organizations represented here
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t oday woul d conpl enent the forums efforts.

Thank you for the opportunity to speak with you
today and I would be please to answer any questions that you
m ght have.

DR. WLENSKY: Thank you very nuch. Let nme open
this up now to conm ssioners. You can either ask specific
questions directed at an individual's conments or nore
general issues.

DR. MYERS: First of all, I'd have to say that
|'ve never seen so nuch quality at one table, ever before in
nmy entire life. The organizations represented here are al
at the top of the heap with respect to this issue, and |
appreci ate your willingness to cone and speak with us today
as we tackle these issues.

But | would also submt that we still aren't where
we should be. If one were to just think about all the
patients that are being discharged froma hospital today, |
woul d doubt if very many of themwho are, for instance, in
HMOs have any idea of whether their HMO is NCQA accredited
and woul d have zero idea of whether it's one year

probational or three years.
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| doubt if any of them know whet her that
hospital's JCAHO report was satisfactory or how many type 1
reconmmendati ons were recei ved and responded to
appropriately. | don't think that any of themw || have yet
heard of AMAP. Nor would they have been able to check the
HCFA dat abase or state licensure or any of those kinds of
sources with respect to the physicians that are caring for
t hem

So | would guess even if you took a subsanpl e of
all those patients that are being discharged today who are
heal t h professionals and ask them the sane set of questions
that the positive answers would still be in the single
digits or at best the teens. So | think we've got a |ong
way to go.

One of the issues that | think has been referenced
indirectly by the new forumthat's been created is that each
of you in a way is representing a horizontal segnment. The
fact is although each of you | ooks at the interaction,
factors really targeting consunmers, NCQA HMOs, JCAHO, the
hospital and AMA t he physician.

The question is how do we get to vertical
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integration with respect to quality? How do we really get
to the point where we're able to look at quality as a whole
rather than the parts and that each of you represent today,
t hen what should be in the long run the action itens
associated with |ack of conpliance to whatever that vertical
i ntegration produces, especially for those providers,
hospitals, HM3s, physicians who are either unable or
unwi I ling to nmeet whatever the standards are. Should the
purchasers take action with respect to those individual s?

DR. WLENSKY: |'magoing to ask you to pl ease keep
your answers short as you heard we have seven nore

commi ssioners that would |ike to question on the first

round.

M5. O KANE: Yes, the purchaser shoul d take
action. | think we feel very strongly that they should put
their noney where their mouth is on quality. | think one of

the problens is that while conpanies |ike Ford and many of

the | eadi ng Fortune 500 conpani es have done that in a very

meani ngful way, it really is quite a different picture with
the small enployers where it seens to be nore of a price

driven market. There m ght be sonething you could do to
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help us get to that segnent.

"1l stop there, | could go on.
DR. O LEARY: 1'd just rem nd ourselves that the
Per f or mance Measurenment Coordi nation Council is just such an

effort to create an integrated fabric and | think
particularly along the lines of the very keen interest in
qual ity neasurenent as opposed to standards based
evaluation. | think we can capture people's attention over
quality neasurenent. W can drive the interest fromthere.

| wouldn't assune that the |l evel of know edge is that |ow

| don't know what it is but we have experience in our web
site, I'msure Peggy does, too.

We list the accreditation decisions for all 18,000
organi zations that we accredit and we've got probably close
to 10,000 performance reports. W take about 250,000 hits
per week on that web site. Now, hits are kind of soft
nunbers as we all know but sonebody is out there going
surfing through our web site and others. So we'll probably
never be a household word in Anmerica but people are |earning
nore and nore as informati on beconmes available to them

M5. NEWPORT: Thank you. | would like to
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conplinment all of you on your presentations. | guess from
my background, | work for PacifiCare, we are NCQA accredited
and have every intent to get those plans that aren't there
yet, they're in the process of getting that. So |I'd
associate nyself with all of your comments on deem ng.

think that is a very inportant attribute to getting this
moved forward in a positive way.

But | guess the struggle | have, and when | think
about this issue, is noving the needle fromthe beneficiary
standpoint at the Medicare level. Those are individual
deci sions by and | arge, although the enployers are doing
nmore purchasing for their retirees. W're doing a | ot of
work. We're spending a |ot of noney and all of it is all to
the betternment of neasuring quality and outcones.

But when | go then and | ook at what we do in terns
of educating the public, when we test nessages, and | was
glad to see you tal k about nessages, we're still getting
basi ¢ nmessages are fine but when you get to the detail that
we | ose everyone and we're struggling with this as a
conpany. | think we're preaching to the choir to sone

extent here but in terns of what you do and how you're goi ng
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about it but how do we then translate that to sonething
meani ngful for the beneficiary when they nmake their choices?

M5. OKANE: | think this is a critical gap in the
whol e market-driven strategy for the Medicare program |
personal ly believe that first of all we've got to put very
sinple informati on out where people can get nore if they
want it. But | actually believe that for many Medicare
beneficiaries the only way that they can be led through this
ki nd of conplex transaction is by having a counsel or or
sonebody that will go through the information with them

So | think that there is a niche for this kind of
organi zation. | know there are in sone parts of the
country, organi zations that are doing an adm rable job of
hel pi ng people translate this information but | think we
need to have this happening nore all over the country in a
much nore systenmatic way.

DR. O LEARY: W don't understand exactly what
peopl e want except health care decisions are extrenely
personal. | think that the stuff that FACCT is doing is
extrenely inportant in that regard, and particularly we as

accrediting bodies, and start to translate that into sone of
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our requirenents, that will help.

We get people into hospitals, for instance, or in
home health agencies or long termcare facilities, again
it's very personal. They don't care whether the
organi zation is accredited, too abstract for them |If
you' re having a hip replaced, you want to know how t he
orthopedic unit functions. O if you' re having a baby, you
want to know how the obstetric unit functions and we are not
producing information at that level. | think there are
per f ormance nmeasurenent opportunities there.

| woul d caution ourselves at |least in acute care
setting that the answers will not lie in one neasure.
There's no one neasure that's going to tell you about
ort hopedic care, whatever. W're going to be |ooking at
groupi ngs of neasures, profiles of performance relative to
specific types of care. | think that sounds sinple but it's
conplex. But | think that's a goal that we're going to be
nmoving for toward downstream

DR. SMOAK: To pick up on what Dennis said, |
woul d certainly endorse the |ast several coments. Fromthe

AMAP st andpoint, it's not nationw de, at |east there is one
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hospital if you ask anybody there, they know what AMAP is.
But any rate, | would hope that the tinme will cone when
patients will ask that very question. |If you are an AVAP
doctor, it would be very rewarding and | think stand for
sonmet hing very positive.

DR. LANSKY: | think it's inportant to recognize
your point that there are many ot her agents of comrunication
capability out there that are interested in supporting the
strategy. And to the extent that the comm ssion, Congress,
HCFA itself can articul ate these nessages and then enabl e
ot her users, other conmmunications entities, nmenbership
organi zati ons, consuner organi zations, publishers, nedi a,
about these common thenes, that will help ranp this up. It
doesn't have to be done through a central coordinated
strategy as nuch as the coordination has to be there. It
doesn't have to be executed by one central entity.

DR ROAE: | join ny colleagues in thanking you
| think your individual and joint efforts have been probably
one of the nost significant val ue based changes in health
care in this country in the |ast decade. | work at the

Mount Sinai NYU Medical Center in New York and |'ve been the
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CO of a large nedical center for 11 years. The Joint
Comm ssion's change during that tinme in how they've
transitioned froma sort and shoot approach to a quality
based approach has been remarkabl e.

My question relates to sonme of the other comrents
and it's about communication. Dr. Lansky, you enphasize
this, we have to communi cate and we have to have -- your
| ast slide says you need to inform beneficiary appropriate,
consi stent nessages, the consunmer communication consistent.

Dr. OlLeary is feeling pretty good that people really know
what he does because his web site is being hit.

| think that's all good but | just think there's
an Alice in Wnderland nature to it. |I'ma geriatrician.
can tell you that 45 percent of the people over age 75 can't
read or sonething |ike that, 40 percent over the people over
age 80 are denented. | nean if we're tal king about web site
hits we get, | think we've got to accept that a strategy for
t he communi cation wth these consuners.

If you want to say, okay, I'mgoing to talk with
t he Medi care consuners and then you interview a bunch of

people 65 to 68-years-old, that's one thing. But there are
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a |lot of Medicare beneficiaries there who are not
susceptible to the usual approaches to communicate. | don't
know what the answer to this is, and their famlies are
susceptible, and their caregivers and others. But | think
that we need to really think about how these nessages shoul d
be delivered, whether they should be witten at all or in

ot her forns.

It's a very inportant challenge for us and | think
as one of the things that's happening in the Mdicare
beneficiary population is that it's getting ol der, the
average age is getting older and there's nore frailty and
disability and so | think we need creative approaches. You
guys have been so flexible and ninble and creative with
respect to many other things |I think that you can probably
get ahead of HCFA with respect to sone of these
communi cation chal | enges, too.

M5. O KANE: | appreciate your conments because
|"ma caregiver for ny nother and she hasn't got a clue
about any of this but I think we need to understand that
we're just at the frontier of this. | firmy believe that

this is all going to look really different in 10 years, that
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maybe the idea of HEDI S neasures will even seemkind of |ike
a very primtive stage.

But | think that there's an issue that we have to
remenber, people have to be able to trust the health care
system | think we feel a strong sense of responsibility.
| know all of us at this table share that. W have a nutua
responsibility I think with the regulatory environnent, at
the state or federal level, to | think protect people from
care that's unacceptabl e.

Now, | think the market plays a really inportant
role in driving towards excellence. | don't see regulatory
processes really ever doing that. But | think we have to
remenber that we all have a responsibility to make sure that
people are not put at risk. So | think we can't get carried
away with the idea that just putting information into the
mar ket place is the sole answer.

DR. ROAE: That's exactly right.

DR. LANSKY: |1'd echo that and say it's probably
a 20-year process we're undertaking here and many of us wll
be eligible for Medicare, perhaps at that tinme, sooner than

later. And we will age in otherwise. But | also think we
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shoul d recogni ze that these decisions get nade every day,
selecting a provider, selecting a treatnent, selecting a
risk plan. Soneone needs to nake those deci sions.

The protective strategy which | agree needs to be
in place has not yet been shown to el evate the quality of
care at the levels we'd all like to see it at. W need to
t ake those who are enpowered consuners, whether they're
caregivers, adult children or beneficiaries, and give them
tools to nove the process forward.

DR. ROVWNE: Thank you.

DR. LEVERS: Thank you. | comrend you, and | know
you believe, and | believe, that we've only taken the first
step, but in the presentations, and | guess Dr. Lansky, it
falls into your consuner information framework, there's an
area that quality comm ssion brought out that | felt very
happy wth but | haven't heard anything about it today and |
hope all of our organizations think about it, and that is
the conpliance issue with the patient, and the patient, the
consuner's responsibility. In your nessages | didn't see
t hat .

| wonder whether you are attacking that in any



118

way, whether you are educating the patients in their
responsibility and what is closing the |loop of quality
because we can present everything to them |If they don't
take that role, then we've done nothing. So |I'mjust
curious, you didn't mention it. It's not in any of your
slides and are you having a role in that at all?

DR. LANSKY: The place we conme closest to it is
in, I call it a partnership nodel of infornmed decision
maki ng and communi cation. W have neasures whi ch address
whet her patients are partners in nmaking these decisions and
in their care.

Qur nessaging strategy -- we don't ourselves
communi cate with anybody, except other comrunicators, so
that | think we have not enphasized that as part of the
strategy except to say that health systens and pl ans have an
opportunity to increase patient education and invol venent in
their owm care and address sone of those issues in their
own.

DR. O LEARY: Just briefly. W do have patient or
enrollee or client, depends upon the termyou' re using,

dependi ng on setting education expectations in our standards
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across all of our accreditation prograns. | think the issue
is in that context becones how nuch of what kind of
education is enough to get to the objectives?

And | think that part of this issues surrounds
definition of those expectations. And as we nove nore to
concrete measurenent objectives it wll be, that is part of
the integration of performance neasured under the
accreditation process where we can set certain thresholds to
see whether they're being nmet in the health plan, hospital,
home heal th agency or nursing hone.

MR. SHEA: Thanks very nmuch for doing this today.

It's very helpful. | think it should be hel pful to our
t hi nki ng process as we try to cone to terns with what is a
somewhat different role not only for the Medicare program
but for MedPAC in ternms of the kind of recomrendati ons.

So | want to pose a question not so nuch for a
di scussi on now but for any thought you m ght have afterwards
whi ch is anong you, you represent the | eading organi zations
in the private sector that are doing quality initiatives and
trying to nove this whol e process forward.

It would be very helpful to us | think to hear
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your two or three do's and don't lists for Medicare. You
mention a few of these, the deem ng situation, don't be too
heavy handed but there are a couple of things, particularly
in the near termthat you think are critical that Medicare
do and do right or it won't nmake a contribution to what you
do, or there are sone things that you woul d say just
absolutely stay away from because it would interfere with
what you' re doi ng.

Again, this is not so nuch for discussion now
because it's probably too long but if you could, any
t houghts you have on that after today you want to send us,
| think it would be hel pful.

DR. WLENSKY: Let me second that. | think it
woul d be very helpful as we go forward. This is clearly
going to be an issue we take up in our next year's reports
and anything specific in this area would be very hel pful to
us.

MR. MacBAIN. The health plan report cards that
|'ve seen report single point data, in fact, reporting
conformance to standards but the other side of quality also

has to do with variation around the nean or aggregate data.
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Dennis and then Peggy, do you have plans to collect data on
variation and report that as part of HEDI'S four or five?

M5. OKANE: HEDIS is us, so far

DR OLEARY: HEDISis theirs. And for ours as
well, we are at a point in tinme behind NCQA and HEDI S in
terms of using standardized core neasures. Qur advisory
council on performance neasurenent is directly focused on
that activity. W're going to have our first core neasures
for acute care hospitals by the end of this year and then
its about a year for those neasures to be inbedded into the
coupl e of hundred performance neasurenent systens that
participate in our accreditation process.

But the answer is absolutely, yes, answer is a
critical conponent of what we do and there's a clear
expectation that we do that and do it well.

M5. O KANE: On Monday we're actually rel easing
our next version of Quality Conpass which is basically plans
that publicly report the HEDI S data to us and we anal yze it
and we benchmark and we're having a press conference on
Monday to share all that. W sell this CD-ROMto purchasers

or consultants, a lot of consulting firnms are buying it
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actually. So benchmarking is absolutely critical to the
whol e process. The whol e conparative eval uation is what
drives it.

MR. MacBAIN: The next step beyond that is when
you get to the actual quality of care that a single
beneficiary receives froma health plan is determ ned by the
physi ci ans and the hospital and other providers involved in
that person's care and within a health plan, regardl ess of
where they score on a particular neasure, there still nay be
consi derabl e variation around that nean. Do you plan to
include that in the next generation?

M5. O KANE: We believe that if an accountability
systemreally is working and if a health plan knows that its
results are really going to count and they're actually going
to get paid nore by sonme people for better results that that
will drive themto get the level of detail that they need.

Now, | want to say that we are working on the next
generation of HEDI S neasures, which is at the organized
provider level, the nmedical group level. W see that as
critically inportant, particularly in markets |ike

California where | think that m ght be the operative unit
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from consuners.

MR. MacBAIN. | guess I'mstill not sure we're
talking to the sane point. For instance, if you use
Consuner Reports where you get the little circles, let's say
it's for an autonobile, based on a sanple of one, the
assunption is that all other autonobiles with that nodel and
year will be the sanme. The degree to which that information
is really useful to a consuner is dependent upon the ability
of the manufacturer to produce all cars identically. The
nore variation there is around the standard the |ess
val uabl e the report card is.

We really don't know that for health plans. W
may know here is where they are on a given HEDI S neasure, we
have no idea, at least the stuff that |I've seen, how nmany
docs fall above that, how many fall belowit. The standard
devi ation doesn't nmean anything to --

M5. O KANE: | think you're a generation out.

It's a very, very inportant question

MR, MacBAIN: But until we have that, it really

doesn't tell you nuch.

M5. O KANE: You're right, you're absolutely
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right.

DR. O LEARY: | think the accountabilities -- the
pl ans shoul d be hol ding the provider organizations and the
physi ci ans accountabl e but | think we need nechani sns for
Joi nt Conmi ssion, AMAP and others to hold those al so
directly accountable and be able to provide the kind of
conparative information that you' re tal king about.

One of the things I'mworried about through all of
this is that there is already a stunni ng anmount of
conparative information available and it's not being used,
coupl e hundred thousand hits per week notw thstandi ng,
probably all the wong people there for the wong reasons.

At the sane tinme we have an obligation to keep
| ooking to make sure that we're providing the kind of
conparative information that people really find useful and |
think that while the health plan should be able to provide
that information, we should be able to provide it directly
as well because sone people will conme to us and they need to
be able to go to multiple points where they can get the
information they want.

DR. LANSKY: The technical answer to your question
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| think is we can use the standard error of the nean of the
distribution of the neasure we're | ooking at and incorporate
that in these roll-up scores | described to you, our five
scores. So we do try to capture the anount of variation in
performance within the units being anal yzed as part of the
scoring systemto reflect that.

DR. WLENSKY: Bill and Hugh, if you can keep your
guestions very short it wll help us.

DR. CURRERI: M question is directed to Dr.
Smpak. | do want to congratul ate the AMA because | think
this is a wonderful initiative and | think it's well needed
for educational purposes. But | have a single problem and
that is that if you' re going to conpare physician
performance to sonme benchmark, you have to assune that al
physi ci ans have an average practice. W know that isn't
true. There are sone physicians that |ike patients with
| ots of conorbidities and others that shun those patients.

So without some sort of risk adjustnment | don't
see, nyself, how you're going to be able to conpare
physi cians to sone standard. And | think that the nunbers

in a physician's practice are sinply too small to do
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adequate risk adjustnment. | wondered if you'd thought about

that and how you plan to deal with that problem

DR. SMOAK: The answer is, yes, we have addressed
that. | would say as an exanple that we do believe that we
can set standards even though the physician's practice and
so forth do vary -- there's variations in that. Just as we
all go through residency prograns, we have a board of
whi chever discipline we go through, and that is a set of
st andards that people can pass who cone froma variety of
different residencies and wll have a variety of different
experiences within that. So the answer is, yes, we've
addressed it and we believe that we can do it.

In terns of the sanpling, we have | ooked at that
and it's interesting that you don't have to have 5,000 cases
to be able to get a pretty good feel of where sonmeone is in
terms of their performance in that particular diagnosis or
procedure. So the statisticians and all have addressed that
and it can be brought down to a relatively small nunber
within a practice that wll give you, within a plus or m nus

of few percentage of very accurate information. So that is
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sonmething we wll continue to work through in the future
with our Parts 4 and 5, and | believe we will be able to
address those issues very appropriately.

We wi il obviously pull very heavily on the
specialty societies to provide that information. W're not
about to say that an orthopedi st ought to do this, this, and
this in order to be judged as a good orthopedi st, an ENT guy
simlar. Those specialties are going to provide that
information as a core and they we wll carry out the process
of judgnent on the basis of those standards.

DR CURRERI: But if you as a surgeon were only
getting patients that were referred to you by other surgeons
because they considered themtoo risky to operate on, and
you enjoyed that and it was challenging to you, would you
feel it was right to be conpared to the average practice?

DR SMOAK: It's a little bit of a problemthere,
| would agree with you because raw data is always of a
concern. But | suspect that if you are the Cooley's of the
world in heart surgery, you' re probably so good you woul d be
above that pl ateau anyway.

DR. RONE: Bill, one comment just quickly. One of
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our faculty, Mark Chassen, has found this to be the case

wWth respect to |like breast surgery and heart surgery, that
t he nunber of cases that need to be -- the sanple size that
seens to get a reliable estimate is smaller than you woul d

have guessed.

DR. WLENSKY: 1'mgoing to let Joe have the |ast
guesti on.

DR. NEWHOUSE: Let ne thank you for com ng and
say, | think the world is clearly better off for what you're

doing. Having said that, let ne bring up what | think is an
issue that | know is an issue for Peggy and Dennis and |
think for the other two of you as well.

Part of what you do focuses on process neasures of
quality of care, and inevitably you wind up with process
measures that focus on certain areas or di seases or
specialties nore intensively than others. Then that in turn
sets up incentives for whonever it is you're rating to put
resources into inproving their neasure in those areas. |'m
wonderi ng what your thoughts are on how to deal with the set
of issues that that raises.

M5. OKANE: | think what |I'minpressed with are
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the systens that didn't exist that exist now because we're
measuring these things. | agree with you that we'd better
be careful about generalizing fromwhat we can neasure to
what we can't neasure at the nmonent. | think that as we
evol ve the neasurenent strategy, | think we're going to have
to consider rotation of neasures and so on, so that there is
| ess an ability to predict and focus energy on what's being
nmeasured, so that it's a nore conprehensive sweep across the
system

But | think we fail to understand very often in
heal th care, how many systens do not exist that need to
exi st, and the act of neasurenent actually creates a systens
consciousness in the health care system| believe. So, yes,
it's a problemin the short run froma validity point of
view, but | think in the long run we can deal with it
t hrough strategies of |ess predictable neasures and so
forth.

DR. O LEARY: | agree it's a problem but | don't
t hi nk we shoul d overl ook the opportunity that we are | ooking
at here. The fact of the matter is that we have relatively

little understandi ng of why what happens, happens inside
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health organi zations. W' re tal king about health plans,
hospitals. | don't care what you're tal king about, we don't
under stand why we get bad results or why we get good
results.

The art formhere is going to be |inking outcones
measures to the processes that contribute to those neasures
and understand -- |l earning how to nmani pul ate those processes
to optimze outcones. If we can do that for just a few
di seases for openers, we are |light years ahead of any pl ace
we have ever been before.

Now | understand the probl em of what gets
measur ed, what gets done. But right now nothing is getting
done in the realmof what | just talked about. And it's a
chal | enge because, yes, we can rotate neasures, but you
can't rotate themtoo fast because you have to have a
certain nunber of data points. You know all the problens
around that. But | think you have to start sonmewhere. And
| think there is a rich opportunity there for us to learn
about organi zati ons, systens, and processes.

DR. NEWHOUSE: Those are the answers | give ny

students, too.
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[ Laught er. ]

DR. RONE: But, Joe, why do you think it's a bad
thing? In other words, if in general quality in area X is
| ow and we decide we're going to start nmeasuring it and
puni shing people if it's not good, so they put extra
resources in it to make sure that the quality is better,
then we're going to punish themfor trying to --

DR. NEWHOUSE: See, Jack, in the econom sts' world
there's no extra resources. You' re always pulling them out
of sonmewhere el se.

DR. RONE: But still, at least you're inproving
sonet hi ng that sonebody judged to be an inportant dependent
vari able or they wouldn't be neasuring it. So the world's
got to be a better place --

DR. LANSKY: W have two different responses to
that. One is, obviously we've enphasi zed out cone neasures
as a way of avoiding that problem while it raises others.
But the second is, we've shifted our neasurenent strategy
toward a conpetenci es-based approach so that for chronic
illness in children, or for chronic illness in adults, there

are a set of care conpetencies which can be neasured
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i ndependent of the specific condition which is requiring
t hat conpetency to be provided.

By asking patients directly whether they have
knowl edge of how to manage their synptons in case of a
flare-up, and so on and so forth. So we're building
actually survey-based tools to do that, exactly to overcone
t hat probl em

DR. W LENSKY: Thank you. For the benefit of sone
of us, we would Iike to encourage you to do this in the
next 10 years rather than the next 20.

[ Laught er. ]

DR. W LENSKY: Thank you very mnuch.

DR. RONE: Thanks very nuch all of you

DR. W LENSKY: W need to nove on to our next
panel, if we could have this transition quickly, please.

Bet h, do you want to introduce our second panel ?

M5. DOCTEUR: Qur next panel focuses on the use of
sonme of the quality assessnment tools like quality
measur enent and accreditation findings that we were just
enl i ghtened about in our previous panel. Here we are going

to hear about how enpl oyers, purchasing groups, agents for
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enpl oyers and purchasers are using these types of tools to
i nfluence the quality of care that individual consuners
receive

Thi s panel represents groups that are doing
cutting edge work. They're here as case studies show ng
sone of the innovative things that can be done and that are
bei ng done, as opposed to representing the typical purchaser
at this point. So |let ne introduce our individual
panel i sts.

Qur first speaker will be Dr. Charles Buck who
heads up the health care quality purchasing initiatives of
the General Electric Conpany. Next wll be Patricia Drury,
who works with the Buyers' Health Care Action Goup, a Twn
Cties, Mnneapolis-based health care group. Qur next
panelist, our final panelist will be Suzanne Mercure, a
private consultant who works with enployers and ot hers on
their benefits purchasing strategies and other rel ated
I Ssues.

Agai n, additional biographical material is
available in your neeting materials. So let ne turn to Dr.

Buck who's going to endeavor to do this fromthe overhead
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proj ect or.

DR BUCK: I'mglad to be here. | nust say, our
work builds on a lot of stuff fromthe previous panelists
and we're grateful for the work they've done. | I|iked
Peggy's coment. | think they're sort of quasi-regulatory
in format and | think provide basic protections to the
public and our enployers. W' re hoping to push the bar
beyond that |evel.

| wanted to tal k about three things. One, the
culture: where are we comng fromas we think about quality,
which is essentially GE's six sigma quality program How
we're actually using our $1 billion nowto drive the system

And sone issues we're westling with, because | don't think
we're near where we want to be yet.

| nsi de the conpany, our chairman -- sone of you
may have heard of Pat Wal sh, she's a bit of a |unatic about
quality -- has conmtted the conpany to produce virtually
defect-free products and services and transactions. W see
that as a huge conpetitive advantage. W are immersed in
quality. | say that because it's partly, as a health care

net it's sort of how-- it's the context we're working in.
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But we've also |earned a | ot about what it nmeans to provide
real excellence.

Just a little techie note. Six sigma neans 3.4
m stakes per mllions times you do sonething. That's a
m nd- boggl i ng concept. Two sigma is about 30 percent
errors. That's where a lot of health care systens are. But
that's a techie note, so if | use those words you'll know
what they nean.

| nsi de the conpany, what does this kind of
comm tnent nean? It neans everybody is focused on
custoners. You don't want to do things with sigma if it
isn't awfully inportant to your custoners and to your
business. This is not a program This is a way to run a
company.

Matrix and data drive everything. | get alittle
concerned. We tal k about neasurenents being extra cost. |If
we're actually neasuring what we're doing to inprove
processes, reporting measures aren't extra cost. So it
consunes the entire way a conpany is being organi zed and
driven.

Now what are we doing in health care? At this
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moment what we're doing is -- I'Il just skip a lot of this.
But we're in sort of an outsourced environnent.
Appropriately, we don't nmake our own care so we can't apply
six sigma in the way that people who nake jet engines do.
But what we've done is we've paid a |lot of attention to our
custoners, and CTQis a jargon for critical quality.

We've spent a lot of tinme deciding what it is they
really want, understanding them focus groups and
everything. W' ve devel oped a buyer's scorecard that
obviously | ooks at that. W' ve updated our contracts. W
measure our health plans and all of our other suppliers on
t hese scorecards quarterly and we use that to drive our
relationship with health plans.

We've done a | ot of the sane kind of work that
Dave has done. He's much nore sophisticated in it than we
are, but just an interesting point. W' ve asked our
enpl oyees a | ot of questions about what nmakes them happy
with their health plan. R ght now what they tell us, it's
things |ike custoner service and delivery issues, billing on
time, pay ny doctor. In sone ways, it's interesting,

they're asking us for the kinds of things that HEDI S
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measures. W wonder why they aren't asking us about these
t hi ngs.

| think one is, when we solve these problens they
w Il start asking about those. And perhaps they're nore
w se than we are about the real role in the public plan of
delivery of actual nedical care.

But fromthat information we've got a bunch of
measures, many of which we've just taken right out of NCQA
and HEDI' S, in these broad categories, trying to neet our
custoners and GE and our nenbers' CIQs. W have put
scorecards together and are neasuring our plans. Thirty
poi nts on nmenber satisfaction kinds of things, 30 points on
cost neasures, 30 points on a variety of other neasures.

And these actually cut across enpl oyees too, and
NCQA accreditation, conposite HEDI S neasures, eligibility
errors. They not only cause us business problens, they
cause our enployees problens. |If they go to their doctor's
office and the eligibility systemhas failed -- so those are
t he broad neasures we are using.

W're into this about a year and-a-half now

W' ve had about a 7 percent inprovenent from 1997 to '98 in
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overall scores, and actually with inprovenent in al
guadrants, but one that's an anomaly. But interestingly
enough, speaking of variation, lots of variation in our
health plans across the country. W have about 40 plans, so
lots of roomfor inprovenment. These are neasurenents and
their performance are tied into our contracts and ri sk

rewar ds.

So that's what we're doing today. W think it's
appropriate. W think we're doing sone good stuff. But
what concerns us as we | ook down the road, when you take a
six sigma look at the world is, that there are a | ot of
errors out there that are probably nore inportant for our
enpl oyees and the public that we're not doing a | ot about
yet. This is a six sigma chart; one sigma to six sigm, and
"1l just point out a couple things.

Take airline baggage handling as maybe the
benchmark; I RS tax advice is another benchmark. But | ook
where the percent of our care that we provide that's within
the AHCPR | ow back guidelines. Flu inmmunizations; patients
reporting difficulty with referrals; beta blockers after

heart attacks. | mean, we have errors in the health care
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systemthat nost of us certainly wouldn't tolerate from
other industry and even death rates are much higher in
hospitals than they are in airlines, for exanple; at
| east 2,500 tines.

So we're beginning to wonder about that. How can
we nove the discussion to those kinds of things. A concern

we have is that the differences -- and this is | ow back care

out si de of the AHCPR gui delines and we see no difference
bet ween managed care and i ndemity, and really not nuch --
well, sonme difference, although in the wong direction,
in 1994 and 1996 and '97. So we were wondering what this
| ayer is providing.

| guess basically what we're westling with and it
was raised in sonme of the discussions is we're neasuring a
ot of inportant stuff. [It's stuff that we would act on and
it's doable, but it's not stuff yet that our enpl oyees want
to act on. And we're not going to get real aggressive until
we're neasuring things that our enpl oyees care about. W're
not going to tell our enployee to give up a health plan and
go over here and give up your doctor, if it's not sonething

that we think we can convince the enployee that it's
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inportant for them too.

So we're spending a lot of time westling with how
we can nove the gane to neasures we know. W know t hat
hospitals that do nore than 350 bypasses are better than
hospitals that do 50. Wy don't our health plans tell our
enpl oyees that? Sone of these kinds of things about quality
we know.

From a six sigma perspective, finally just let ne
say, we begin to raise, when you get fromtwo signa to three
sigma to four sigma, out sonmewhere around five or signm,
really trying to push excell ence, we wonder which kind of
systemcan actually go to that level. What we've | earned
fromGE in driving true excellence, it takes peopl e working
side by side and their economc lives tied together,

t hi nki ng about processes, not functions, cutting across
boundaries at all tinmes, every day, all the tinme, neasuring
ever yt hi ng.

And it raises a question in our mnd about sone of
the organi zations that are in place now, how far they can go
to true excellence. |I'mtalking we my now be 10 years

away, but it's an issue | think fromthe Mdicare



141

perspective to think about, is if |I had a list of things for
you not to do is don't do things that woul d di scourage
movenents in the direction of true organi zed nedi cal groups.

DR. W LENSKY: Thank you. Chuck, |I'd never heard

the quality sweet spot. | like that. [I'll use that.
Pat ?
M5. DRURY: | actually brought overheads, too, as

did ny coll eague here. You see here the totens of corporate
culture. W're nothing wthout our overheads. But |I'm
going to attenpt to do this without them You have hard
copy.

The Buyers' Health Care Action Goup is a
pur chasi ng consortiumin the Twn Cties. The second slide
gi ves you sone of the nanmes. There are just under 30 | arge
sel f-insured enpl oyers, big conpanies that are headquartered
there, 3-M Honeywell, Cargill; some major enployers. They
represent over 400,000 lives. At the nonent, 135,000 of
those lives are involved in our purchasing program

VWhat 1'mgoing to do is tell you in a split second
how our program works so you have sone context for the rest

of it, and give you a couple of highlights of what we do to
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reinforce quality in our purchasing, and then finally show
you sone results of how consunmers are using information
because we' ve got at |east what we think is the tip of a
very interesting iceberg.

The purchasi ng nodel becane effective in 1997.

W' ve been purchasing as a group since '93, but started a
new nodel |ast year, which we do not purchase from HMOs or
other health plans. W are doing direct contracting with
provi der groups.

To give you an idea what that neans, in the Twin
Cities there are three HMOs that have about 85 percent of
the total market. They had roughly 75 percent of the
doctors were in two or even three of those systens. That
has turned into a choice anong 19 to 20 care delivery
systens with no overlap of primary care providers. So it's
a much finer-tuned choice that we offer to consuners.

Al'l of our conpanies contract with all of the care
systens and offer a conplete nmenu to their enpl oyees.
Benefits are identical across the care systens. Nobody is
swi tching around with what they do or don't cover. CQur

enpl oyers hire an admnistrator to do all the noving the



143

nmoney and paper around, so it doesn't create a barrier to
entry. W're not turning providers into insurance
conpani es.

On the next page, an inportant thing that we do is
we risk adjust our paynent. It's a conplex paynent nodel
that 1'mnot going to take tinme to go into, but it's effect
is simlar to capitation wi thout transferring insurance
ri sk, because we are self-insured enployers. But the risk
adj ustnment, which is based on ACG t echnol ogy applied
retrospectively -- soit's fairly powerful -- does play an
inmportant role in supporting quality. It nmakes it possible
for a group to get very good at serving very sick people and
not be afraid of that becom ng known.

Then we ultimately -- each of our enployers offers
all of their enployees a choice anong these care systens,
and our consuners choose directly based on cost. They cost
different things. The systens bid on a standard popul ati on,
standard benefits, and we price themto the consuners
according to those bids. So we have a cost sensitive group
of consuners. Then we provide them what we can in the way

of quality and custoner service conparative information
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The next slide in there shows just a diagramatic
representation of this. There's, on the left-hand side, the
enpl oyer and the adm nistrator doing all the behind-the-
scenes stuff, and the actual market transaction that matters
is this one between the consuners and the care delivery
system whi ch are desi gnated by boxes here, A, B, C, D

A maj or goal of our enployers is to put the
patients and doctors back in the mddle of the market so
that the key transactions are nade by them and doctors, and
their organizations feel accountability directly to their
patients. W know this is working because we're getting
f eedback from doctors that when their prices go up, they
hear fromtheir patients that they don't like it. So we're
getting actual patients show ng up saying, do sonething.

And they're telling their coll eagues, we've got to do
sonet hi ng, and things are happeni ng.

Qur trend is lower than the market's trend. It's
| oner than both commercial and state enployee for the |ast
several years.

Wth respect to quality, we have several things

that these purchasers do. W do have sone explicit
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requi renments for formal continuous quality inprovenent
prograns that are part of our contract with each care
system as well as having credentialing requirenents; a | ot
of structural sorts of quality neasures that we require.

We verify these through an audit program which is
a custom zed programthat's been devel oped for us by the
joint comm ssion. W are auditing each of these systens
with respect to their quality initiatives as well as other
contract conpliance, and we will ultimtely stop doing
busi ness with any systemthat consistently cannot neet our
m ni mum standards. Qur first cut will be to work for
i nprovenent, but our enployers are conmtted to cutting
people off if they cannot and will not performaccording to
what we think is a m ninum accept abl e standard.

We do offer, as | said, consuner information, and
"Il go into that nore in a mnute. And we initiated this
year a quality award which is described a little nore in the
next slide. Just briefly, it's based in three areas:
patient satisfaction, conpleteness of preventive services
according to age and gender, and the process neasure of CQ

i npl enmentation. It's about all we can do with our small
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nunbers across this many systens, but our enployers have put
sone real noney behind that. Qur systens that win this
award wi Il receive either $100,000 or $50, 000 in
unrestricted cash, which they are all telling us they plan
to invest in systemsupport to help their quality
i nprovenent efforts.

The things that | think you mght find interesting
-- forget the summary slide for a nonent on the next page --
shows you what we give to consuners now. It's a star chart
simlar to those you' ve seen, | think, from other sources.
This is based on our patient survey, and it has other
information here as well. The stars represent 95 percent
confidence interval on the various itens of whether they are
above or bel ow the average based on 95 percent confidence.

Then you'll notice that all of the care systens on
the menu are divided into cost groups. So we have
conparative cost information in the sane visual field, which
we found makes a big difference. And then this little thing
that | ooks kind of |ike a squashed deer tick tells you who
won the quality awards. There's a footnote that didn't show

up on this page that would explain that to consuners.
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The next two slides are what | wanted to be sure
to be able to share wth you because it was fairly exciting.
The program started in '97, so open enrollnment in '98 was

the first time that people had to | ook at whether they

want ed to make changes. And we had sone of our conpanies
that didn't ask their enployees to pay nore for the nore
expensi ve systens, and nost of themdid. So we did alittle
qui ck analysis of the difference in the results between
those two kinds of conpanies. This is quick and dirty, but
it's provocati ve.

What we show here in this chart, you'll notice we
have the care systens divided into | ow cost, nedium cost,
and high cost, according to what they bid. W sorted them
into the top three, the bottomthree, and everybody el se on
satisfaction results: the nunber of tinmes they had three
stars, and then we | ooked at the percentage change in their
enrollnment. In the first slide, these are the people who
are not cost sensitive: their enployers asked themto pay
the sane thing no matter what. And it's kind of a random
bounci ng around.

In the nmedium cost there's one with a pretty high
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percentage increase. That was the top perfornmer in patient
satisfaction. So there's a little evidence that people
m ght have | ooked at it.

But then you go to the next slide, which is on the
sane scale, and these are the people who are cost sensitive,
and the differences are huge. W see a general drift
downward in cost, which is what you' d expect. People are
cost sensitive and there is an elasticity of demand there.
But we also see that the satisfaction results intervene in
t hat .

In the high cost area, we had one systemthat was
an outstanding perfornmer and they grew and picked up nenbers
in spite of being the highest cost. Qur |owest perforner
was also in the high cost system and that's the one on the
far right, and they |ost the nost nenbers.

So what we conclude fromthis is that when the
choice is relevant to consuners -- they actually have to
t hi nk about it because they're going to have to change
doctors if they change -- and they are sensitive to cost,
then information on performance becones highly rel evant.

And sone rough and dirty survey work is show ng us the sane
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thing, and we're pursuing sone possibilities to study this
in nore sophisticated nethods.

But we did want to share that with you because
we' re convinced here that when they're -- it's not just
anong financing plans to get to the sane doctor. This is a
real choice, with real noney, and at |east the begi nnings of
good performance neasures, and we see consuners respondi ng.

So we did want you to be aware of that.

Let me say on behalf of our enployers that we're
interested in our experinent and we hope you are too, and we
woul d be glad to share wwth the Comm ssion or its staff any
other findings and results that we have as you devel op your
proposal s.

DR. WLENSKY: Thank you. Suzanne?

M5. MERCURE: Thank you. 1've asked Beth to use
t he overheads that you have so your audience will see what
|"mtrying to talk about. Whoever nentioned the Alice in
Wonder | and, at the end of this you may deci de whi ch side of
t he |1 ooking glass you think I'mon because what I'd like to
do is tal k about the experiences I've had in nultiple

purchaser settings because this is iteration nunber nine of
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my life. So that | want to use that, what | think |I've
| earned fromthat, and opportunities to work with the
government to apply sonme of that |earning on things
believe that you m ght | ook at for HCFA

The reference of the work I nost recently did at
Southern California is in a recent GAO report that was
rel eased within the | ast couple of nonths so any detail on
that is in a GAOreport already. Wat | want to tal k about
is the role of the purchaser at an individual level, a
regional |evel and national |evel and then sonme suggestions
for actions for Medicare.

As an individual purchaser, you've heard from both
of the other speakers today what happens at a market |evel
and how nmuch influence that can have. W have not really
di scussed the influence back to how that changes things in a
detail.

One of the things that is the invol verent that
enpl oyers have with their consuners and the support systens,
so that neans are there to help consuners through the maze
and how to use the information. And al so using that

information for quality inprovenent as feedback to plans.
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For Medicare it seens to ne that extends also to
the kinds of ways that you m ght | ook at perfornance goals
for health and for health plans and providers. | separate
the two because there are so nany people in fee-for-service
that it seenms to ne you have to | ook nore broadly in context
at this. | think that's where enployers are going, really
| ooki ng at the next |evel now.

Consuner involvenent, it seens to ne there are
resources avail abl e through the adm nistration on aging.
There's a whol e network of area agencies on aging that
actually do sone support now for this nmaze. That's a rea
key role that enployers play for their retirees as well as
their actives and al so providing even nore support to the
beneficiary services staffing area of HCFA so that they can
really nore effectively have that and produce the tracking
mechani snms to really help and feed that back for quality
i nprovenent .

At a regional |evel you' ve heard the M nneapolis
nodel of how purchasers are acting together to try to
i nfluence the market and quality and really in a nore

col | aborative way and | ooking at the kinds of things that
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m ght be specific to that market. It seens to ne there's a
role for Medicare at the regional |evel to be nore actively
engaged with sonme of these initiatives. Certainly, | just
nmoved from California, | know there's sone of that going on
in California but to increase that so that there could be
nore col |l aboration. Also to |ook at what kinds of ways we
could do health educati on.
| frankly don't see much of a public role in
health education right now and it seens to ne that is
sonething that is really needed and there are agencies in
the public sector that could play a much, much bigger role
in that that would help all of the purchasers, but certainly
it would ultimately help the consuners. And again, data at
that | ocal level could then be turned around into quality
i nprovenent initiatives whether that was wth providers,
pl ans or actually education for consuners.
At the national |level, you' ve heard about all the

sorts of tools that the private sector enployers are using.

HCFA certainly is involved with those al so and using sone
of the same initiatives but another thing is, and I'Il |eave

this with Beth, this is hot off the press, is the Managed
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Health Care Association is working with HCFA on what does
Medi car e+Choi ce nean to all of those people who are covered
under retiree health plans? How can sone of that |earning
of the private sector purchasers actually be used? So I'l

| eave those because this tal ks about sonme of the initiatives
what enpl oyers are doing and you can | ook at how that m ght
be useful for HCFA.

Another thing is | think there are a | ot of
resources in the governnment in terns of not only neasurenent
but the use of things that are now devel oped. So, for
exanpl e, in di sease managenent, effectiveness and standards
there are protocols, private sector purchasers say why
doesn't everyone have the map for asthm?

So when there are protocols already devel oped that
are not being used, how can we influence that to occur?

Thi ngs that already exist, that have been invented, the
research is there and where is the oversight for the use of
that by providers? | think there are roles that sone of the
gover nnment agencies could play that would be very
conplenmentary in this and I know from sone of ny persona

experience, of course, there's a great deal of interest and
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sone of that initiative is occurring. It seens to ne you
could influence nore of that.

In sunmary, | believe that overall there needs to
be a separation of regulation and quality inprovenent that
nmost providers' plans are clearly afraid of having
the 8, 000-pound gorilla cone to their site. So that the
ki nd of inspection regulation process needs to have a wall
with the quality inprovenent initiatives.

| know, and |'m sure everyone else here is
experienced, you see a lot of warts and bl em shes, and how
do you approach fixing those things in a collaborative way |
t hi nk becones very significant. So | think that's very
inportant to | ook at both that regul ation versus quality
i nprovenent. How do you | ook at those and in a
col | aborative way?

The establishnment of tracking for consuner
conpl aints and support for problemsolving is very critical.

At Edison our retirees, of course, spent 20 m nutes on
average on phone calls. W got lots of phone calls from
retirees versus actives. There's a |ot of support needed

and that's sonmething that needs to be established and
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funded, of course.

Again, | just want to reiterate to use all the
resources that are available. It seens to nme we could be a
ot nore effective in getting use of all of the agencies and
services that now exist. Thank you.

DR. WLENSKY: Let nme open it up to the
conm Ssi oners.

DR RONE: Ms. Drury, | was interested in your
comments about even high cost health care facilities
actually increased their market share if they were seen as
having high quality. At |east there was high patient
sati sfaction.

Do you know whet her the patient satisfaction
measures that were nost sensitive as predictors of success
in the marketplace related to i ssues of anenities like
cl eanliness and food and decor or were they related to core
health care val ues such as physician and nurse or the
interactions with the adm nistration? Do you know what --

MS. DRURY: The itens that correlated nost highly
were the ones related to interaction with the physician,

being listened to, being treated with respect, receiving
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enough information and perceived quality. So it was the
patient's perception of quality as they evaluate it in the
i nteraction.

Things like waiting tinmes and anenities don't
correlate very highly at all with overall results. They're
interesting but they're not the big ones.

DR. RONE: Is this published, this informtion?

M5. DRURY: |It's probably going to be but we'd be
glad to send you -- we did do a press release on it and I'd
be glad to send you that with sonme of the details.

DR. NEWHOUSE: And there's other things in the
literature, very consistent.

DR RONE: R ght, |I know, but |I hadn't seen this
though. 1'd love to see it.

M5. DRURY: |'Il make that available to the staff
here so you can see that.

DR. KEMPER: This is for Dr. Buck. If |
under st ood you right, sonme of your plans are traditional
indemity, fee-for-service plans; is that right?

DR. BUCK: W offer an indemity plan across the

whol e country and then what you saw was the managed care
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pl ans, point-of-service plan that we pick city by city and
we offer those in 40 cities.

DR. KEMPER: Do your neasures include the
indemmity plan as well as the --

DR. BUCK: W neasure the indemity plan and the
enpl oyee satisfaction but we don't neasure the -- use sone
of the same neasures we use in scorecards because there's no
-- they're not expected to be doing those things.

M5. NEWPORT: Patricia, | was interested in your
slides in particular in a lot of ways. But let ne
under stand, you are |like a purchasing cooperative, are you
simlar in structure to sonething |ike Pacific Business
G oup on Health, or are you unique, as far as you know, in
what you do?

M5. DRURY: W're simlar to Pacific Business
G oup in the sense that we do a |ot of the negotiating
together. W are not purchasing insured products as they
are, each of our enployers is a self-insured enpl oyer and we
actually run -- there's no commngling of funds. W
actually run 27 side-by-side identical contracts, each of

our conpani es sponsors its own plan.
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M5. NEWPORT: |Is that because St. Paul - M nneapolis

are really an island? Does that nmake it easier?

M5. DRURY: No, it makes it possible for our
enpl oyers to continue to be preenpted under ERI SA

M5. NEWPORT: Suzanne, you're a consulting group
that hel ps Edison with their decisions; is that correct?
|"mjust trying to understand where --

M5. MERCURE: |'ve recently noved to D.C. | was
asked to leave California |I'msure by your plan anong
others. So that | --

M5. NEWPORT: | disassociate nyself from any
action on their part.

M5. MERCURE: It wasn't you personally. 1've
al ways worked in the purchaser role, either directly for an
enpl oyer or else in the consulting realm Right now|l'm
actually working on sone other initiatives, for exanple,
with the Institute for Health Policy Sol utions.

So collectively with purchasers and asking
organi zations |ike AHP to work with organi zations |ike
Managed Heal t hcare Association to establish a dial ogue that

will help really frame sonme of the issues that we're not
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addressing in a positive way before they happen.

M5. NEWPORT: 1In all due deference to sonebody's
poor decision to ask you to | eave the state, you're invited
back anytinme you want.

M5. MERCURE: Thank you.

DR. MYERS: 1'd like to ask all three of the
esteened panel nenbers to comrent on the issue of quality
Wth respect to unions. Ceneral Electric | think has a
nunber of different union organizations with whomit works
and the six sigma initiatives obviously are initiatives that
they are aware of and have been involved in certainly in the
M nneapolis, Twin Cties area. There are a nunber of unions
that are in the coalition and they are obviously concerned
about these issues and I'd imagi ne that Southern California
Edi son is a unionized environnent as well.

How have they reacted; positive, negative,
neutral ? Could you comment on that, please?

M5. MERCURE: W actually had at | east every other
month nmeetings with the union | eadership. W also had
consuner commttees and | nade sure to get union nenbers on

the active consuner commttee because there was not always a
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direct correlation with the | eadership and the nenber
t hought process.

DR. MYERS: Specifically, if there's any
information regarding the retired nenbers of the union,
because clearly the retirees with respect to our task are
the folks that we're the nost concerned about.

M5. MERCURE: For Edi son, once soneone retired
they were out of the scope of the union so that --

DR. MYERS: There's no post-retirenment benefits?

M5. MERCURE: There is post-retirenment, but it
wasn't controlled by the union as far as what happened only
at that nonent when they retired but let nme answer in a nore
general way. Through all of the initiatives we did, and
sharing the neasures and the information, the unions agreed
to freeze enrollment in poor performng plans.

M5. DRURY: Wth respect to the Buyers' Health
Care Action Goup, we have both unionized and non-uni oni zed
conpanies and they're all over the map. W have sone
conpani es who have chosen to offer the programonly to non-
uni on enpl oyees. The nmajor issue there has been benefit

desi gn.



161

Renmenber, we do a standard benefit and if that's
not what they negotiated, right now they' re stuck. But we,
at their request, and sonetines at the request of their
unions, we wll be offering sone flexibility and benefit
design to allow the unionized conpanies to nove into their
uni oni zed popul ations. And at least in a couple of cases
that's viewed very positively by union | eadership.

The thing that's attractive in this programis
they get a broad choi ce, nobody forces themto change
doctors. They do it if they want to and if they don't want
to and are willing to pay the price not to, they have that
option. That has been viewed very attractively.

The third thing 1'd tell you, an associ ate nenber
of ours is the state of M nnesota, Departnent of Enpl oyee
Rel ations, the state enpl oyees, they do all of their
heal t hcare deci si on-maki ng through a joint | abor-nanagenent
commttee. They are carefully exam ning this nodel and may
nove to sonmething very simlar and that's basically |ed by
the unions. The unions saw a presentation on this and asked
the state to get nore serious about the nodel. They |iked

that for the reasons | nenti oned.
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DR BUCK: Qur enployees all have a fairly rich
indemmity plan as a basic plan which is negotiated and our
managed care has been well|l accepted by the enpl oyees. W
have over 70 percent of the people. It's a positive
incentive to go there but they can always go back to the
indemmity plan if they want to. 1In general, we really --

t he usual triennial negotiations over benefits which is
suggest ed, which of course, is an econom ¢ deci sion that
rai ses tensions but in terns of these kind of issues we're
tal ki ng about here, that hasn't been a major issue.

M5. MERCURE: May | just add one thing? It's
al nost for the retiree popul ation even though they were not
menbers of the union once they retired from enpl oynent at
Edi son, it was alnost |ike working with another union
because of the retirees wanting to get into class action
suits for anything that the conpany would do. So that it
was as, | would say, you had eggshell wal king as closely as
if you were dealing with the union

DR. NEWHOUSE: | also wanted to focus on the
retiree side, any or all of you, what do you think the

| eadi ng practices in the country are with respect to quality



163

anong your retiree popul ation? Do your own conpani es focus,
do you distinguish the retirees fromthe actives?

DR. BUCK: Well, we don't for under-65 retirees.

DR. NEWHOUSE: And how about over 657

DR. BUCK: Over 65 we do because they have
essentially a different plan. They go onto Medicare. W
have sone suppl enental coverage so our relationship is
different.

DR. NEWHOUSE: | agree, | nmean that's really the
basis of the question. And that is presumably the typica
case so what, if anything --

DR. BUCK: Hopefully, we are preparing themto be
good shoppers, that when you all take them over and present
themwith the sanme kind of choices, they' |l be ready for
you.

MS. DRURY: Unfortunately, our conpanies have not
carried this programinto the retiree population as yet. It
was nostly a matter of one thing at a tine and there was a
different set of communication issues there and they wanted
to wait a couple of years before tackling that. A nunber of

conpani es have expressed interest in taking this to their
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retiree population and they expect to do so but we just --
it does require a whole new strategy of conmunication and
t hat probably won't happen for a couple of years.

M5. MERCURE: At Edi son we had a separate
communi cation channel for the retirees, and we actually had
a retiree consunmer conmttee to constantly give input and
f eedback and that, of course, changed the direction of the
educati on.

But another initiative we started was to actually
engage nore directly wth the consuner by asking them
gquestions about their health status that would allow us to
risk stratify and followup wth patient advocacy and care
managenent systens because we felt the systemtotally failed
on outreach and foll owup for people with chronic conditions
and that that was nuch nore prevalent in our senior
popul ati on, many of whomfelt they managed their own care
and t he physician would have no idea of how many
prescriptions they were taking, just a total breakdown of
the system and sonewhat to do with trust.

M5. ROSENBLATT: Patricia, |'mextrenely

interested in risk adjustnent and the rel ati onshi p between
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ri sk adjustnment and quality. The goal of risk adjustnment is
often stated yet whether it's a health plan or a provider
group, we want quality to be the determ nant, not the fact
of the ability to select the best risks. 1Is it too early to

make a comment about how the risk adjustnent systemthat
you put in is working?

M5. DRURY: It's alittle early, although it
appears to be working well. One of the things we discovered
is to the point that was nade on the | ast panel, the
variation wwthin an HMJ s panel in the risk distribution as
wel | as every other neasure you can think of was enornous.
As we got down to these care systens, they' re quite distinct
and it took about six nonths to get sone of the bugs out
where people felt that they were being treated fairly, that
t heir popul ati ons were bei ng assessed accurately and the
adjustnments to their fees were appropriate, but they' re now
fairly confident in that.

One of the things we see is that both in
advertising and in their bidding practices, they're
evi denci ng confidence in our paynent nodel. They woul dn't

ri sk doing what they're doing if they thought they m ght get
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a sick popul ation and not be conpensated for it. So we're
seei ng sone confidence now in the provider comunity.

DR. W LENSKY: Anything further?

Thank you very nuch.

Let nme have an organi zational question and then
we'll do a five-mnute break before we start. | want to try
to get an understandi ng about how we're going to handl e the
nor ni ng, afternoon tonorrow so we can nake sure we have sone
agreenent and then we'll take a five-m nute break.

What we have agreed to try to accommodate both
Jack and Ted who we really wanted to have, who both want ed
to be here and when we have such strong interest on
conmi ssioners we hate to di sappoint themthat we were going
to try to balance Ted's schedul e of not being available in
t he norni ng because we had told themthe GVE would be in the
afternoon. And Jack needs to get back up to New York -- to
start around 11:30 or 11:45 to have our hour, hour-and- a-
quarter, go around 11:30 or 11:45 to 1:00. The question
that | amleft with as chair is what exactly do we do
bet ween 10: 30 and 11: 307

DR ROSS: Wiat if we instead start at 9:00 here.
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Joe, you had sonme issues that you wanted to take up in
executive session. Suppose we go into executive
session 8:30 to 9:00, run this then from9:00 to 11:00.

DR. ROAE: How about we cancel our working dinner
and have a working breakfast and then nove the case m x
nmeeting up?

DR. WLENSKY: I'mtrying to see how difficult.

DR ROAE: Is that all right with you?

DR LEVWERS: Yes.

DR. WLENSKY: As a tentative proposal let's try

this out and see how we use 8:30 to 9:00 for executive

session tonorrow. We'll use 9:00 to 11:00 for the case m x
classifications and post acute. W' Ill have our public
coment period and then we'll start about 11:30 for GVE, go

to 12:45 then do a lunch break and start risk adjustnent
thereafter. W may have a five or 10-m nute break.

DR. CURRERI: \What's the possibility of having a
shorter |unch break?

DR. WLENSKY: W will be having a shorter |unch
break. If we don't, if we go to 1:00 and have a -- | nean

we're going to have to have a shorter |unch break because |
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don't think we want to nove back from 1:30. W want to keep
risk adjustnment no later than 1:30 to 3:00 so we wll, if it
means a hal f-hour |unch break, that's what we'll do.

DR. ROAE: We apol ogi ze for shortening the |unch
br eak.

DR. WLENSKY: As we've indicated, any future
changes that occur we wll have cleared via e-mail before
the neeting starts. So it's as nuch our concern that we not
m sl ed the public who plans to cone to hear certain
presentations as that we disrupt the comm ssioners
schedule. So we'll try and make sure that from now on any
changes get cleared up and then we can at | east make them
publicly avail able before we start.

So if that's okay, why don't we take a five-mnute
break before we go into the next session?

[ Recess. |

DR. W LENSKY: Thank you very much, Bob and Jeff,
for comng. W know you have many demands on your tine with
all of the changes that are being inplenented as a result of
BBA, to say nothing of the Y2K i ssues. For those of you

didn't notice, there is a button on Bob Berenson's lapel to
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show you it's never very far fromhis heart, but not m ne.
We are grateful to your willingness to share the kinds of
strategies wwth regard to quality assurance that Medicare is
consi dering and adopti ng.

As you can see by our schedul e we've been focusing
on what the various tools for quality assessnent are and
what sonme of the private sector conpani es have been doing to
try to make use of the tools but ultimately our interests
are how this can be nost usefully applied to Medicare.
That' s obviously your concern and so thank you for sharing
sone time. Bob, or whichever of you want to start.

DR KANG | guess |I'myoungest so | get to go
first.

DR. BERENSON. Jeff is the quality czar, | just
carry his bag.

DR KANG I'mgoing to try to keep this quite
short. | appreciate the opportunity actually to present to
the Comm ssion and this may be a little repetitious because
| presented variations of this el sewhere but please bear
wth me. I'mgoing totalk alittle bit about HCFA' s

performance neasurenent strategy and Q, quality inprovenent
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strat egy.

|"'mgoing to also tal k about how we're approachi ng
this both in managed care and fee-for-service. Then Bob is
going to talk a little bit about the consuner protection
i ssues and the issue of about paying for value or paying for
better quality. That's how we're going to split this up

This overhead is actually a quality inprovenent
di agram and a performance neasurenent diagramthat we're
using at the Health Care Fi nancing Adm nistration. You al
have this in your handouts. This was actually adopted under
Adm ni strator MVl adeck and re-ratified under Adm ni strator
Nancy- Ann M n DeParl e.

In a nutshell, let nme just run down this quickly,
quality inprovenent and quality assurance in HCFA s view
begins with actual perfornmance neasurenent and the
per formance neasurenent of either clinical processes or
outcones. | would actually broadly define patient
satisfaction as an outcone that we're very interested in, in
the heal thcare system and you' ve probably heard ot her
speakers speak to this issue. It starts though through

setting priorities and this is really with HCFA and Medi caid
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state agenci es as purchasers.

We do have to adopt the perfornmance neasures,
which is the fourth box down, collecting, then we have to
collect the data, and then we have to anal yze the data and
identify opportunities to inprove. | think the nost
inportant line on this chart really is the bottomline,
which are really the interventions based on data that HCFA
coul d conceivably do as we try to nove towards the val ue
based purchaser

The first here really is establishing and
enforcing performance standards. This is the idea of
actually, as a regulator we want to establish m nimm
performance levels, and I'Il cone back to this issue.

The second is based on perfornmance neasurenent and
identifying opportunities to inprove is that we ought to
invest in an infrastructure, quality inprovenent
infrastructure to actually inprove the care. And I'I|l cone
back to that issue. That really is the peer review
organi zati ons, or now called quality inprovenent
organi zations, but that's going to be HCFA s nmechani sm for

actually investing in a quality inprovenent infrastructure.
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The third issue is giving consuners a choi ce,
information with regard to quality providers and plans and
" m sure the Conm ssion knows very, very well this notion of
trying to change conpetition around just dollars and cost to
actual ly add conpetition around quality to this. | think
the mssing element here is actually performance neasures
that are either plan specific or provider specific. That's
part of the strategy here.

The fourth issue is based on quality information,
we ought to be maki ng coverage decisions which actually
pronote quality. I'mnot going to spend as much tine on
that issue. Then the last, which Bob will talk a little bit
nore about is this notion of to the extent that we can
measure performance, can we actually pay for value or does
t he market care about val ue.

Now this is actually a summary slide of all the
per f or mance neasurenent systens that we have going on here
and 1"l just wal k through just sone of the highlights. For
managed care organi zations, you' ve heard from Peg O Kane
today. W have HEDI'S, this is required now for HMOs.

There's also this health of seniors neasure, which is an
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out cones nmeasure which | ooks at the quality of life or
function of status of the Medicare beneficiary. This
actually is a managed care, Medi care nanaged care
requi renment.

Then the last, which is also a Medi care nmanaged
care requirenent is the CAHPS nenber satisfaction survey.
So we're actually in quite good shape here in nanaged care
organi zations. W are in the process of collecting these
performance neasures and we actually hope to soon rel ease
the 1996 HEDI S data to the public. Wth regard to hospital
providers here we actually there are neasurenment systens
t hat we've devel oped for the PRO programand |I'l| cone back
to that.

And then as you probably heard today JCAHO i s
trying to create this ORYX system here. Now, none of these
are actually required as a Medicare condition of
participation, and I'll come back to this issue, but at
| east there's sone devel opnent of performance neasures for
hospi tal s.

For nursing honmes we are in a nuch better

situation. Qur nursing honme situation is based on MDS or
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the mninumdata set. Al nursing hone providers are
required to collect this. W are in the process of creating
a software package cal |l ed RAVEN whi ch would all ow the

uni versal collection and anal ysis of the m ninmum data set
and then conversion to a variety of quality indicators out
of the mninmumdata set. This would be for all nursing
homes in the country and all nursing hone residents.

Honme health agencies simlarly were in the process
of requiring QASIS, an outcones neasurenent system devel oped
by Pete Shaughnessy in Col orado, and then again there's a
simlar collection tool called HAVEN, which we intend to
make that software available free for the purposes of a
st andar di zed coll ection of this performance neasurenent for
home heal th

Then the last thing | do want to nention is
physi ci ans, fee-for service physicians here. W're
beginning to | ook at the application of HEDI S neasures in
fee-for-service. W actually have a contract with HER or
Heal th Economi cs Research to pilot the use of this. And the
unit of analysis were positions that we're starting off with

is the group practice. W' re |ooking at physician group
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practices and asking what their HED S performance neasure is
and we need to actually | ook at kind of how we need to

nodi fy those measures sonmewhat so we can actually use them
in fee-for-service.

VWhat | really wanted to describe was for HCFA to
begin to make this junp froma bill payer to val ue based
purchaser, and neasure of quality, there are three key
requi renents that we need to do. It's inportant for nme to
put these up there. These are actually in Medicare+Choice
and are going to be further explained or inplenmented in this
Q SMC or Quality Inprovenent Standards for Managed Care,
which is being rel eased either today or tonorrow, |'m not
sure exactly the correct timng. But we do have these three
key requirenments for Medicare nmanaged care.

VWat we are in the process of doing is trying to
nove these same three key requirenments into the various
conditions of participation in Medicare fee-for-service so
condition of participation is for hospitals, nursing hones,
home health agencies, et cetera. The three key requirenments
when you think about this are a requirenent to collect and

report on standardi zed performance neasures, and |'ve
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broadly defined this as clinical and satisfaction outcone
processes.

Then a requirenment based on those standardized
performance neasures for those providers to then neet
m ni mum per f or mance | evel s.

Then the last is based on those perfornance
measures for those providers that have a requirenent to
actual ly show performance inprovenent and we actually have
t hese requirenents in Medicare+Choice, and like | say we're
in the process of noving these too, the sane simlar
requi renents to providers.

Now, with regard to the PRO programhere | really
need to talk a little bit, because |I've nentioned the PRO
program as the public kind of infrastructure for quality
i nprovenent. Right now the statutory mandate is for
i ndi vi dual case review, that will continue and we'll really
use that individual case review for sentinel events and the
assessnent for fraud and abuse.

In the fourth and fifth scope of work, we had
qual ity inprovenent prograns but they were voluntary

prograns and they were actually just state based. So in
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ot her words, you had 50 PROs out there creating 50 state-
based i nprovenent projects and they were all over the nmap.

A lot of activity going on but we actually had very little
to show There were a | ot of successes but they were all at
the state level. Now, where we're headed in the sixth scope
of work, which is going to go into effect April of '"99 --

MR, SHEA: What's a scope of work?

DR KANG It's really our termfor the contracts

W wite three-year contracts. This is basically what's
going to be in the three year contract. W now are going to
nmove this instead of through these | ocal projects to six
national quality inprovenent areas. Wen we nationalize
this, what will happen is that we will insist on a
st andar di zed neasurenent system for each of these projects
her e.

So for exanple, for acute nyocardial infarction,
we Wll insist on a standardi zed neasurenent systemfor the
use of beta bl ockers, ace inhibitors, tine to reperfusion,
et cetera. Now, we'll do this with all PRGs in all 50
states and | think that that, beginning with quality

i nprovenent and will begin to help address the
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infrastructure issues, for then subsequently collecting
performance data for the purposes of publishing.

But | actually think that the first step here is
actually to begin this in this setting with fee-for-service
as quality inprovenment exercise. |I'msure as you all aware
of is to the extent that we kind of |learned this | esson from
HCFA, the nortality data is that when we published the
nortality data and the public sees this simultaneously as
the providers, the provider's first instinct is to attack
the data. There's sonething wong with the data.

| actually think there's an internediate step
bef ore publishing performance neasures where you actually
work with the providers on quality inprovenent projects so
they can get used to the data, what it neans and al so
under stand how they can inprove the quality. And then the
next step is then based on whether that data is accurate,
does it actually go forward and publish this as a plan or
provider's specific profiles.

DR. RONE: Jeff, is that community acquired
pneunoni a?

DR. KANG It is comrunity acquired pneunonia
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And maybe | should just take an opportunity, in that
pneunoni a category, three or four processes that we'll | ook
at. We'll look at tine to antibiotics so there's -- and
what we' ve di scovered in hospitals is a lot of tinmes there's
significant delay in the use of antibiotics.

The second is appropriate use of antibiotics.

The third thing we'll actually | ook at pneunoni a
vacci nations, pneunococcal vaccinations, flu vaccines. So
in that pneunonia project are nmultiple processes that we're
interested in that we'll all kind of conspire to inprove
nortality rates. And I'Il cone back to this issue in a
little bit just to --

DR. KEMPER: Can you just clarify what unit does
this apply to?

DR. KANG The unit of accountability? The unit
of accountability for us with the PROs is the state because
each state -- now, ny guess though is when the state thinks
about -- when the PROin the state thinks about this is that
they will begin to nove towards provider profiling, and I'I
cone back to this issue is because they need to assign sone

accountability within their state.
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This actually is -- I'"'mgoing to use beta bl ockers
as an exanple here, this is the beta bl ocker use and nmanaged
care from 1996 HEDI S data. Reasonable, normal distribution.

Lots of opportunity to inprove. And | think that's -- if |
can have the next overhead?

Now this is actually fromthe CCP, this is
actually all hospitals in the country, 1,990 who have
significant nyocardial infarctions, all their heart attacks.

So this is 1,990 hospitals in the country and this is the
basel i ne beta bl ocker results from hospital performance. As
you can see, plenty of opportunity to inprove nor mal
distribution. | think when faced with this kind of
di stribution, people think we ought to set a m ni nrum and
then we ought to set incentives to actually nove that
distribution to the right and narrow the distribution and
per f or mance.

Now | intentionally did not conpare this with
managed care because these neasures aren't conparable,
they're not standardized. There are sone subtle differences
in ternms of how we're doing this in fee-for-service versus

managed care.



181

Actually, we m ssed a major opportunity here in
that these are actually all the heart attacks occurring in
the Medi care popul ation. W only asked, we started off with
t he question of what's the hospital; the hospital has the
unit of accountability. W mssed an opportunity of asking,
who was the attendi ng physician? O who was the payor? O
we do actually have the state information so | can give you
a distribution kind of a regional, a Jack Wennber g- ki nd of
like state, what's the state distribution here. But we did
m ss an opportunity and I wanted to cone, because this is
very inportant to the extent that we begin to nove
standardi zed i nformation sets in managed care and fee-for-
servi ce.

The realities of what we're tal king about is an
information set that is centered on the beneficiary because
the beneficiary and his or her event is the sane,
irrespective of delivery of service, who's delivering it, or
who's the payor and that what we're really arguing about is
different units of accountability or analysis but the event
is the sane.

| think to the extent that we in these six part
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i nprovenent projects can nove in that direction and create
the national infrastructure to that. W wll end up being
able to generate information for whatever unit of
accountability we're interested in, whether it's the state,
the hospital, the doctor, or the payor. And by the way,
under HI PA the unique identifiers that we need for states,
hospital -- | nmean not for states but payers and doctors and
hospitals, it's going to be very inportant for this.

Just to talk a little bit about what data can do
to help us here, this is actually a sane CCP project,
myocardi al infarction, and answer Jack, these are the seven
or eight PRO process neasures we | ooked at. These are four
states now and as you can tell we were able to show j ust
t hrough feedback, giving the hospitals their profiles and
then feeding back, they actually inproved their performance
on all of these process neasures.

And the bottomline, it resulted in a 3 percent
reduction in nortality after heart attack, a one-year
nortality rate and it actually, this was statistically
significant above the secular trends here.

So this is the power of beginning to profile
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providers and give theminformation, conpared with their
peers so that they can actually inprove. So what we're
trying to -- we acconplished this in four states, the PRO
program We're actually going to try to nove this
nati onw de.

DR ROAE: Is this single shot feedback?

DR. KANG This is single shot feedback

DR. NEWHOUSE: |Is this against the control group
of the other states?

DR. KANG It's against a control group. These
are statistically significant --

MR. SHEA: This is four states?

DR. KANG This is four states, nationw de.

DR. MYERS: \Which four?

DR KANG | don't know. Is soneone fromthe PRO
program here? Connecticut is one.

VO CE: Wsconsin, |Iowa, Al abama, and Connecti cut.

DR. KANG But these are four states and what we
want to do is nove this nationwde. And to the extent that
we nove this nationwide it's -- unfortunately, we've already

done the baseline collection. But that's what | nean, it's
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a m ssed opportunity because we shoul d have asked what the
attendi ng physician of record was and what the payor was,
because then you could have cut this data by those different
units of analysis.

DR. ROAE: D d you know, since obviously there's
variability with respect to people adopting sonme of these
practices and not others, was the adoption of some of thema
better predictor of this reduction in the nortality rate
t han ot hers?

DR. KANG Yes, the answer -- the better
performance on these processes were correlated with better
nmortality, reduced nortalities.

DR. W LENSKY: Wi ch ones?

DR. ROAE: Wi ch behavi ors?

DR. W LENSKY: Presumably, sone of those may have
been nore --

DR. KANG Were nore predictive? 1'd have to get
back to you

DR. RONE: Ckay.

DR. KANG W did do that analysis and | can't

recall which was --
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DR. ROAE: That would be interesting.

DR. KANG That's nore of the -- but yes, we
shoul d be able to get that data and it has been done. It
actually may, in fact, be in the JAMA article that we
published on this last May. |'d be happy to get a copy of
that article.

l"mgoing to stop there in the interest of tinme
because | have a fair anmpbunt of summary slides but they're
really going to get into kind of the questions and answers.

| don't know if you want to take nore questions?

DR. W LENSKY: Bob, do you want to --

DR. BERENSON. | think I should go and then we
should open it up. I'mgoing to take maybe seven to 10
m nutes. | have sone overheads as well. 1'll pass these
around. 1'mgoing to approach this fromthe point of view

of the head of the Center for Health Plans and Providers and
figure out how we can be a val ue purchaser. W have
jurisdiction in our center now after the reorganization both
for fee-for-service paynents to providers as well as
contracting to health pl ans.

As Jeff pointed out we are trying to do val ue
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based purchasing in both sides to the extent we can but |
wanted to start first with barriers. 1In fact, I'mgoing to
borrow the first couple of overheads fromthe Nationa
Acadeny of Social |Insurance Report on fee-for-service

i nprovenents to Medicare which identify sonme of the barriers
that we have to confront. Most of this is on the fee-for-
service side but sone of it applies to the Medi care+Choi ce
side as well.

On the fee-for-service side, HCFAis required to
adm ni ster the programthrough third parties and, in fact,
were even limted on which third parties we can contract
with. That relates HCFA to nmuch nore of an oversight role
rat her than anything that involves direct interaction with
provi ders. Because of that requirenment we focus on policy
uniformty froma fairly distant |evel fromthe providers.

We are still rooted | would say in the original
deal that created Medicare not to interfere in the practice
of medicine. W have limted ability or no ability really
to selectively contract. There's the statutory right for
beneficiaries to use any qualified provider willing to treat

t he beneficiary.
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The other day | was actually at a neeting with the
| nspector General's office tal king about fraud issues and
the issue was do private payers do a better job of detecting
fraud than the federal government does? One of the
conclusions we cane to is that they don't have to call it
fraud, they can just decide that's sonebody they don't want
to have to contract with anynore, they don't have to go
t hrough the due process requirenents and get to the
threshold of what we have to do in trying to identify fraud
and term nate sonebody fromthe program W can't do that
unl ess we go through many adm ni strative hurdl es.

There are other legal barriers and restrictions.
There's the congressional |imts on our admnistrative
di scretion. W pretty nuch work wthin statutory
constraints on what we can do. W also work within
procedural requirenents.

The Adm nistrative Procedures Act is a good
exanpl e. Procurenent roles and policies are very
prescriptive and do not allow us to nove quickly. There are
limts on our denonstration waiver authority. W can

denonstrate success and still need to go back before we can
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i npl enment that widely in the program Qur deci si on-maki ng
needs to be very transparent, and today there's an all day
nmeeting of our risk adjustnment roll-out in which the clients
wi |l have an opportunity to comment, that's a good idea but
every el enment of what we are going to propose is subject to
comment and we have to defend everything we do.

There are other considerations. The size and
dom nance of fee-for-service Medicare can truly effect
mar kets, can effect providers.

It introduces sort of externalities to what a
private purchaser m ght have to do when it is purchasing in
terms of the effects. There are political interventions
that we don't have to talk nore about. There is slowness in
deci sion-making. |'ve been inpressed by that in ny five
nmont hs.  Physi cal considerations and budget neutrality, |
guess | call that -- we have difficulty being allowed to
invest in order to save. Everything has to sort of be
justified in many situations in terns of a narrow tinme franme
and there are public goods, clearly as a public agency
responsive to nore than sinply being a purchaser.

We support things |ike graduate nedi cal educati on.
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W try to support a rural health care infrastructure which
again private purchasers don't have to worry about. So
within those constraints |I'd say there are sone strategies
t hat have sonme promse and |'"mgoing to go over froma
slightly different perspective sone of what Jeff has al ready
t al ked about.

| think one of the strategies is
capitation and contracting with organi zations as a sort of
basic strategy in inproving quality for beneficiaries. By
capitation we are basically shifting the financial control
to an organi zation who we contract with and it gets to nmake
many of the decisions that we have nore difficulty making in
terms of trying to inprove quality, whether it does inprove
qual ity depends on sone of the neasures that we need to sort
of devel op and publicize and give to beneficiaries.

| would point out that this sort of theory about
decentralizing decision-nmaking is going to undergo a very
interesting test as a result of the G ahal fa decision which
| don't know if people have followed. It was the G ahalfa
versus Shal al a, the beneficiary claimng that her appeal

rights were inadequate for denial of services.
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Just last nonth the panel of the Ninth Grcuit
reaffirmed the district court decision since the original
deci sion we have new appeal rights which have noved
substantially in the direction that the court wanted us to
do. They're codified in the Medi care+Choi ce regs, but the
reasoni ng of the court was that Medicare contractors, the
HVODs with which a contract essentially represents state
action, there are actually governnent actors and they
i nvoked the due process clause of the Constitution as a way
of justifying the decision.

So the question is whether sort of the
constitutional question is whether, in fact, the private
health plans are, in fact, private or whether they have to
follow very strictly public requirenments for due process, et
cet era.

DR. WLENSKY: WII| that be appeal ed?

DR. BERENSON: The Departnent and the
Adm nistration is making a decision right now W have to
-- by the 28th of Septenber we have to nmake a deci si on and
we will see. | don't at this nmonment wish to speak for the

Adm ni stration. Those of us in HCFA who are trying to help
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adm ni ster the program and see the concern about that
decision, if it stands.

DR. WLENSKY: Did the circuit court indicate
why 14 days was bad but five days was good?

DR. BERENSON: | don't know that specifically.
There were a set of renedies in there that are problematic
but | nmean clearly there were sonme problens. The point |'m
making is we're not arguing over the renedies right now,
we're sort of arguing over the basis of the court decision
about state action and sone inplications for appeal rights
and fee-for-service and el sewhere.

The second general strategy is information for
deci si on-makers and we call it decision-nmakers because
deci si on-makers include beneficiaries who nmake choi ces of
their providers or whether to pick a Medicare choice plan
for where they should get their insurance but as I'll point
out on a slide in a nmonent, also information for providers
to make decisions for plans, et cetera. And the nmgjor
activity we're doing on the fee-for-service side are
denonstrations that sort of capture the notion of val ue

based purchasing, and I'l|l get to those in a few nonents.
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The first category, capitation and contracting,
which I think is together decentralizes decision making.
There's a formof accountability at |east in organizations
that we, as Jeff | guess can point out, it's easier to conme
up with a neasure on a nunber of quality neasures around an
organi zation than it is around 600, 000 physicians and 6, 000
hospitals. There's an organi zation, whether it's the
rel evant | evel of organization is subject to discussion but
there is accountability.

We can, through contract as a val ue purchaser
include quality protections and other protections as just a
matter, these are the rules. If you want to play by the
rules, here's what you have to neet. W don't have that
ability to do that nearly as well on the fee-for-service
side. And there is the potential even for selective
contracting here.

We now under the Bal anced Budget Act and again in
our regs have to affirmatively renew contracts of our
contractors. There are new grounds for term nations. |f
health plans do not neet requirenents, again for sonme of the

other barriers | nentioned there's a political dynamc here
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but we do at |east have theoretically the ability to
sel ectively contract, which I think is one of the hall marks
of a val ue purchaser

Ri ght now, we're still paying based on uniform
paynment policies, a fornmula that's well-defined in | aw
that's being critiqued right now by many of the health plans
that don't feel that paynent is adequate in a nunber of
areas. W are en route to hoping to get a couple of new
denonstrations in conpetitive pricing that will be nore
successful than the previous attenpts.

Specifically, one of the areas in our discussions,
and we're having a public neeting next week for two days
that will really put a ot of the substance into this
denonstration. But there's serious tal k about having a pool
of funds available for quality performance in the
denonstration. The last box on the right that Jeff had
pointed out, an ability to in fact reward quality in very
speci fic ways based on achi eving defined performance
nmeasur es.

The next overhead, just to give sone exanples

because we have contracts with organi zations we can, the | aw
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and our regs can define certain activities we want

organi zations to performand in the quality area we've said
t hat plans nust conduct baseline health assessnents for al
new beneficiaries within 90 days, that plans nust have
procedures to identify and assess enrollees with serious
conditions. Energency services are now defined by the
prudent |ayperson rule in statute.

On the next slide we require direct access to a
woman's health specialist within the network for routine and
preventive care. W have requirenments which are in the
(SM C standards and gui delines on access and availability of
provi ders, credentialing requirenents that go to the
confi dence of providers.

In other words, we can through contract as a
purchaser set out requirenents and see who wants to pl ay.
Information | think will be increasingly inportant and wll
hel p beneficiaries choose plans, provide ability to nonitor
providers and all ows plans and providers to nonitor and
i nprove their own quality. Jeff laid out how we plan to do
that at a nunber of levels. Certainly, we have enphasi zed

the information canpai gn for Medi care+Choi ce sel ections by
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consuners, but there is certainly no reason as we begin to
devel op nore indicators of quality that the same information
woul d not be available for consunmers on the fee-for-service
si de.

W woul d see that as sonething we can do w t hout
new authority in terns of selective contracting. One of our
denos, the Centers of Excellence denonstration where we
woul d set up cardiovascul ar and orthopedi c denonstrations
the contracts would go to specific entities. W can't
excl ude ot her providers who provide those services but we
can certainly nmake avail able to beneficiaries the bases for
whi ch we sel ected those particular facilities. And again
over time, have reportable data about performance so that on
the fee-for-service side al so choices can be made.

We have a nunber of fee-for-service denonstration
initiatives which will sonewhat be held up because of Y2K
probl ens. These were just a nunber of them cone directly
out of the Bal anced Budget Act and will be del ayed sonmewhat
but these are exanples, discounted prices for bundled
services, provider supplier standards for participation,

case managenent for chronically ill. W're attenpting
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sel ective contracting and conpetitive bidding, it is a
specific denonstration authority around DVE contracting and
potential to reward excellence in clinical managenent. And
et me just sort of go through these real quickly.

The Medi care provider partnership denonstration
provi des a di scounted DRG specific lunp sum paynment for al
Medi care adm ssions to an organi zation that's equivalent to
a PHO except for in our fee-for-service denonstration it
doesn't have to be licensed by the state as a risk taker, we
essentially convert our DRG paynents to this conbi ned
organi zation of hospital and affiliated physicians and
essentially it requires the organizations to have the
equi val ent of an integrated delivery systembut permts us
to pay on a bundl ed fee-for-service basis. Presumably, that
organi zation on the commercial side can be well positioned
to get capitation contracts.

DR. RONE: VWhat do you pay? What percent of the
AAPCC?

DR. BERENSON: W pay now -- this is not an AAPCC.

We woul d be a DRG conversion. W basically |unp DRG and

RBRVS paynents to physicians into a new | unp sum
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DR. KANG For an episode?

DR. BERENSON: For an episode. So it is not
related to the AAPCC. Now, that's going to be held up
because of Y2K. There is a lot of interest. This is
actually targeted to New York, New Jersey, Pennsylvania

or gani zat i ons.

DR. RONE: |s there a standard discount, like 75
percent ?

DR. KANG | don't know exactly what the di scount
is. | think there's a few percentage off of -- it's not 75

percent, it will be nmuch higher, closer to 100 percent. |
think it's on the order of 3 percent to 4 percent discount.
| can get that back to you

DR. NEWHOUSE: The incentive to give you the
discount is to make it up on the Part B side?

DR. CURRERI: Part B is discounted, too.

DR. NEWHOUSE: Yes, but the Q on the Part B side.

DR. BERENSON: Yes, it's make it up in quantity.
It basically, in a fee-for-service context tries to nove
towards sort of a capitated notion without formally being

capitation. In the Centers of Excellence denp, which cones
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out of the CABG denp, again a negotiated bundl e paynent for
sel ected cardi ovascul ar and orthopedi c procedures, basically
surgi cal procedures and hips and knees, and again we can
designate institutions who are centers of excellence, we
can't exclude others fromalso participating. Wat one of
the attractions to an institution would be able to get the
reputation and be able to --

DR. WLENSKY: D d you say you can or you cannot
excl ude?

DR. BERENSON: W cannot exclude. The institution
gets to pronote itself as a center of excellence. Again
over tinme as data on performance becones apparent as we
educat e beneficiaries about differences in quality
performance there nmay be an advant age there.

G oup Specific Volune Performance Standards, the
GVWPS, is a global budget for Parts A and B based on
projected total Medicare utilization for patients seen by a
provider group. This goes to a nmulti-specialty group
practice is the probable recipient of one of these kinds of
grants. Sites conpete for status based on care managenent

strategies and capacity for data driven decision naking.
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In this case, if based on projections of costs for
Part A and Part B if the organization cones in under
proj ection, HCFA and the organization share in the savings,
there's no downside risk. Utimtely, we can stop
contracting with an organi zation that does not hit its
target.

W' re begi nning coordi nated care denps. There's a
ot of interest in this new CHF, di abetes case managenent
denonstration, a nunber of applicants that we're revi ew ng
ri ght now.

Finally, selective contracting including
conpetitive bidding denonstration in DVE. It's starting in
Lakel and, Florida. 1It's basically to set prices based on
mar ket conditions rather than adm nistrative prices. It's
the same sort of concept in conpetitive pricing for managed
care organi zations. W can require bidders to neet and
mai ntain new quality standards. W can avoid business with
fraudul ent suppliers. W do not have to contract with every
supplier in town. R ght nowthere's an extensive provider
and beneficiary outreach going on.

| guess one point | would nake is it is very staff
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resource intensive. This kind of process, part of it would
be maybe a one tinme activity related to just overcom ng sone
of the political opposition but sone of these denobs, it's
hard to imagine us rolling it out nationally given our
restraints and requirenments, the staff and ot her
requi renents to pull these things off.

Actually ny |last overhead is to just summari ze,
the denps were often |imted by budget neutrality
requi renents. Again, we can invest in order to save, that's
one of the constraints we're going to have in conpetitive
pricing. W're not able to redo the current mal distribution
i n AAPCC paynents. W have to be budget neutral. W |ack
authority to nmainstreamthese denos. W have a limted tine
frame to show what we're going to show and it's very
resource intensive.

Wth that, let's open it up to discussion.

DR. W LENSKY: That doesn't get into politica
constraints.

M5. NEWPORT: |'mgoing to forgo what | -- | have
plenty of time to talk to these gentlenen but |I'mgoing to

ask you hopefully a different type of question. As
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clinicians and working in the quality area, what would you
|l ook to in ternms of nmeasurenent of your perfornmance? Wat
woul d be of nost value to you and your patients?

DR. KANG [I'mgoing to have to shift hats now.
It's been about two or three years. |It's interesting, |'m
going to answer that at two |evels.

One is, first of all just to get a provider
profile on me back is extrenely useful. | nust admt | have
yet to neet a doctor, including nmyself, that did not think
that they were two standard devi ati ons above the norm
mean basically everyone, and the issue for ne is not do |
know | should prescribe a beta blocker. | nean it's not a
know edge deficit. The issue is whether | amor not. So |
think just provider profiles of sone sort are extrenely
hel pful for me and ny practice.

M5. NEWPORT: As a context for ny question, we
tal ked earlier about what the nmessage needs to be to the
ultimate user of the services, and |I don't know the answer
tothat. I'mjust trying to informmyself on that. So
Bob, | don't know if you have any conments?

DR. BERENSON: | guess it depends a | ot on what
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internist, | think it would be very useful in sonme kind of
obj ective way to have patient surveys of performance, the
sinple things that we all nmake m stakes, not |istening, not
permtting enough tinme for talking, just sort of | think
that kind of feedback would be very useful on an operational
structured basi s.

Anot her thing which I'm not exactly sure how you
operationalize it but physicians don't spend enough tine
provi di ng feedback to each other about their perfornmance.

My hunch is that specialists who I'"'mreferring patients to
could in a nmuch nore formal way be providing nme feedback
about ny own performance. |'mnot sure that necessarily
beconmes public information but if | were in an organization
and had sone ability to structure sonething like that, |

t hi nk that woul d be very useful

DR. KANG Just the second |evel, Janet, that |
was going to respond to was | just think froma profession
standpoint that as a practice physician | feel like I'mkind
of in a cost conscious era and there's just discounted fees.

| think that the only way of getting the value issue on the
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table is to actually show ny perfornmance and show t hat
there's a difference in performance between nyself and him
or whatever. And then perhaps nmaybe the market will begin
to say, well, naybe we ought to be paying Jeff Kang nore

t han Bob, whatever it is.

But | just think that as just kind of advancing
the profession itself inthe long run, I'mwlling to
actual ly put ny perfornmance up

DR. BERENSON: | think sonme of the nodifications
of -- the first generation of primary care capitation
paynments, physicians was here's your |unp sum m nus 20
percent we're going to hold back. | think there's nuch nore
sophi stication and actually giving, reducing the base
paynment. But then providing positive incentives for certain
per formance, whether that's having nore accessi bl e hours,
hitting inmunization targets, getting positive renewals from
your patients. | nean | think there's a nunber of things
like that at the margin | think that are useful.

"' mnot sure that the core paynent shoul d be
necessarily based on performance because we can't risk

adj ust well enough but | think margi nal paynents based on
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rewarding quality and other quality related activities I
t hi nk does nake sense and physicians respond to that.

DR. NEWHOUSE: This is a question about your | ast
coment on being limted by budget neutrality. As you know,
we report to the Congress and sone of the experiences |'ve
had with the limtations you're referring to, the limtation
seens to be the Ofice of Managenent and Budget
interpretation of budget neutrality. So ny question is to
what degree is this a congressional issue and what degree is
it an executive branch issue?

DR. BERENSON. | think that's a fair question and
| actually just sort of understood this as | was preparing
for this hearing that that seens to be where the focus of
action is.

DR. NEWHOUSE: \Where?

DR. BERENSON: At OMB. So | think that -- but
it's consistent through many OVBs | understand, not that
OMB. It seens to be an institutional position that has
persisted through many adm nistrations. So | think that is
the right place.

Now having said that, the conpetitive pricing deno
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isin the statute, wth budget neutrality and we don't seem
to have the ability even to shift froma high paynent area
toa, if we say pick two sites, one was a high paynent area
and one was a relatively | ow paynent area, as long as we
were overall budget neutral, could we do sone shifting?
Ceneral counsel interpretation seens to be no.

So that one | think is congressional, and we're
trying to push back and really clarify that direction. So |
think OMB is where the basic action is but sone of the denos
have specific | anguage and | aw.

DR. KANG The one other thing that | wanted to
point out on this issue is let's say even if we could get
OVB or CDL to adopt a | ooser definition for budget
neutrality. There is a real fundanental structural problem
of how we pay for the programis that we have two pools of
nmoney. We appropriate dollars for HCFA' s adm ni strati on and
then we have the trust fund dollars for clinical care. And
SO you cannot invest in nore admnistration for the purposes
of actually saving trust fund dollars.

When you really think about what a nanaged care

organi zation does, it actually takes 14, 15 percent off the
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top for better coordinated care, et cetera, at the
managenent side, on the adm nistration side.

So that's a very structural problem even if you
have a | ooser definition of budget neutrality in terns of
actually the two streanms of funds. So if you really want to
get your arns -- you actually have to nerge both.

DR. BERENSON: Because we're now down to under 1
percent for admnistration in relationship to expenditures,
trust fund outlays. And there's a |ot we cannot do because
of that. And so in other words, | think if, in fact --
wel |, enough said. That is a real issue.

DR. WLENSKY: Ted, and then Wody and Peter

DR. LEVERS: Thank you. Bob and Jeff, clarify
sonething for ne, if you would, because | think maybe I
m ght be confused. Bob, in your page two you tal k about
you' re adm ni stering prograns through third parties that
you' re oversight rather than proactive and working at a
distant level, this is referring to paynent.

Jeff, you were tal ki ng about devel opi ng nati onal
standards and pushing those down to your carriers. Can you

make that stick in the way of quality?
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One of the problens that we know is that you put
out directives that are determ ned at a national |evel and
t hem sonebody down bel ow ends up doing it inalittle
di fferent manner. W' ve had di scussions and conmuni cati ons
about the glucose sticks. | nean you put out a great policy
on glucose sticks. And then all of a sudden, sonebody down
bel ow changes it and the sane sort of pattern of abuse that
was occurring in the prior systemis now probably going to
occur and we didn't attack the problem

So I"'mworried that because of what Bob is saying
here under paynent is going to restrict what you're trying
to do in quality. Can you clear nme up on that?

DR. KANG Yes. Actually, Bob really was
referring to paynent and the carriers and Fls. | was
actually in ny presentation tal king about the peer review
organi zations. Qur contractual nechanisns with the peer
revi ew organi zations were able to be nore prescriptive in
the fact we're creating a situation where we're conpeting
those contracts and actually pulling contracts for non-
performance. You're right, we are one, whenever this gets

very conplicated and you' re one | ayer renoved, things can go
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wrong, but presumably, we can address that.

Part of this actually has to do | think fromif we
actually can set up fromBaltinore or Washi ngton the actua
performance neasurenent system and the standards, | think
things flowfromthat. Part of the difficulty really is we
haven't standardi zed this stuff up front and our carriers
and Fls have actually kind of grown up locally and now we're
trying to inpose nationalization standardi zation while the
PRO programis nore we're going fromthe nation down.

But the other issue though | want to put on the
table is that this is a requirenent for the PROs. You have
to remenber that second or third overhead | had which really
tal ked to the requirenments for the providers, PRO ought to
in the long run for the providers, hospitals, nursing hones,
be a mandatory requirenent to collect data to then report
t hose neasures, to actually inprove, to neet m ni muns and
t hen i nprove.

Ri ght now what |'m doi ng, the peer review program
is essentially a voluntary profiling and giving them
informati on and hope that it's going to inprove. | think

that we do need at sone point conditions of participation
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where, in fact, the providers thensel ves have to use this
data and actually nmeet m ni nuns and i nprove.

DR. LEVERS: Just a brief follow up on that.
understand that you're dealing with the PROs and the
contracting but you're also contracting on the other hand
Wi th your carriers. You don't have the authority in your
contracting to hold themto certain standards as wel | ?

DR. KANG No, we do. It's just the way the whol e
program has devel oped, the tone and kind of the culture and
everything is, and we're trying to do that also fisca
intermediary and FI and the carrier side. But the program
really in many ways on the carrier and FI side started off
just as local, people used the |ocal Blues without a
tremendous anount of national direction, we're nowtrying to
turn that around.

DR. LEVERS:. Thank you.

DR. KANG But there's a tension also, |I'msure
Dr. Wlensky will -- health care is local also so there is a
tension. And actually |arge national nanaged care
organi zati ons experience the same thing. How nmuch do you

national i ze versus how nmuch you keep -- so we're westling
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wi th that bal ance.

DR. BERENSON: | woul d again point out, for those
of us who cone in new, sort of fresh-faced and think there's
a better way to do things, a lot of centralizing to
Baltinmore, a ot of this decision-making, we don't have the
resources to take on an awful lot nore and there's a reason
that we still defer a lot to the contractors, to the
carriers and the internedi ari es because of sinply resources.

Then as Jeff points out a sense, certainly many of
the provider community of having a |ocal presence rather
than a national governnent presence so that there's nore
responsi veness. Now in recent years there have been -- it
used to be that ny carrier was in ny state and it m ght have
been the nedical director I mght have practiced with. Now
we have a nunber of the carriers and internediaries are
somewhere else. And so | think we're | osing sone of that
| ocal culture anyway.

So I think we need to be tal king about, then
retal king about this issue of centralized decision nmaking
versus decentralized in the contract. There's also limts

on who we can have as contractors and intermedi aries. W
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can't just conpetitively bid for any organi zation that we
wi sh to cone in.

DR. MYERS: Can you speak, both of you, to the
issue of the current state of your data systens? Now that
MDS has been buried, | believe, is there a successor in
m nd? Do you have access to the data in a tinely fashion
that you need it?

The second issue, talk to us about public
reporting of the provider specific quality efforts that
you're involved with because they're a part of the PRO
organi zati ons. Does that keep them from being publicly
avai l able or are they subject to FOA? And what are you
doing with respect to that issue and do you believe it's an
appropriate use of the data?

DR KANG On the first issue, first of all, we do
have to renediate Y2K, and that's a big process but it's
interesting in nmy group that we have a clinical information
systemwhich | think is the wave of the future. It's
rel ati onal database. W actually are already Y2K conpliant.

The view that |'ve been pushing is this notion of actually

maki ng software available free on the Internet for the
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collection of all sorts of data. In doing so you end up
with, by definition, a standardi zed report, the data

di ctionaries associ ated, standardized reporting comng into
us.

And then what the federal governnment needs to do
i s standardi ze the data el enents, the data definitions or
specifications and then the software collection tools, nake
t hem avai l abl e publicly. And then the reality is, is the
i nformation derived thereof?

That's what people want a proprietary but that's
al so what the added value is. It's taking the information
derived fromthat, that's standardi zed that we can all share
and then actual |y maki ng deci si ons.

My best anal ogy of this is accounting. There's a
FASB board to create accounting standards so that al
bal ance sheets are the sane. But then every accounting firm
will doit alittle differently for each conpany or whatever
for the purposes of internal issues and that's the added
val ue. The added value is not having a proprietary kind of
collection tool. W're heavily noving in that direction.

And ny group is Y2K conpliant and this HAVEN and RAVEN st uff
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is actually comng frommy group

DR. BERENSON. | was just going to say, this does
get confused even on the Hi Il of all places. The Y2K
probl emwe're having nostly relates to our contractors on
the fee-for-service side, the shared systens and FIs and the
contractors and we're conpletely dependent on their ability
to be Y2K conpliant. The nanaged care data systemis
internal. 1t's being upgraded right now and we have work
pl ans to have an integrated nanaged care systembut it wll
be Y2K conpliant, it's within our control. There's no plans
for anything |ike MS

| think the Ofice of Information Systens is
| ooki ng at new architecture that a nunber of conponents to
plug into but | think there are no plans |like MDS. The
managed care data system there are a couple of interactions
with the fee-for-service. The encounter data that's being
provided to permt us to do risk adjustnent, we need the Fls
to receive it and to send it back to us and we need the
common working file for storing the enrollnment data that we
get fromSSI. That we think is in pretty good shape in

terms of Y2K. But the basic point is that they're
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conpletely separate, the nanaged care data and the fee-for-
service data at this tine.

DR. KANG | have to say, we actually make our
clainms data at |least on the Part A side avail able through
what's called the SDPS system This is through the PRGCs.
All 50 PRGCs actually have access to this data and it's in a
relational database. |It's very accessible so once we nake
t hat conversion fromthe comon working file to our systens
it works quite well. | think what's happening at least in
that clinical information systens is maybe the wave for the
future.

W'll have to see but we're starting around
clinical information. Your second question was the issue
of ?

DR. MYERS: Public reporting.

DR. KANG Yes. To the extent that's being done
in the peer review organi zations, it's actually not
avai l abl e for public reporting. The statute's quite clear
it is for internal quality inprovenent. | think then what
we would do is at sone point when we feel confortable, the

provi der comrunity and et cetera, the scientists and the
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experts, we would say now, no |onger report to the PRGCs, now
report to HCFA. At that point, then we are prepared, we
wll take in advance that we're prepared to do provider
profiles out to the community through HCFA. But it is done
in the context of the peer review organizations. It's
actually --

DR. MYERS: So right now all of your provider
speci fic anal yses are done under the context of PRO
therefore, not subject to FO A?

DR. KANG That's correct. Al may be stretching
it alittle bit, but nost. [|'d have to go through the I|ist,
but we use that deliberately. | nean to the extent that we
don't think we're prepared, we want to do it in the context
of the PRGs, then when we think we're ready for public
reporting, we nove it out of the PROs to HCFA. W
del i berately do that.

DR. KEMPER  Jeff, | had two questions that |
didn't understand about your presentation with the PRO
quality inprovenent priorities. | didn't understand how
this gets translated into better quality if it isn't a

provider profiling kind of systemw th sone feedback to the
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providers. |Is that how it works?

DR. KANG Yes, I'msorry. M expectation is it
will be provided. The CCP data |I showed you was al
hospitals and they each had a profile and | apol ogi ze.
shoul d have brought a slide there on that. Wat | was
westling with though was the question of how is HCFA goi ng
to hold the PROs or contractors accountable. W intend to
hold them accountable for their state. So we're creating a
measur enent system which | ooks at their state performance
because that's their unit of contract.

My expectation though is that when they want to
hol d, they think about how am | going to inprove the care in
my state, they're going to in turn say, | need to actually
drill down to the provider-specific level so | can actually
go to the provider and say you've got to inprove. But it's
not mandatory. Maybe that's -- | suspect though what we've
| earned fromquality inprovenent, and John Ei senberg tal ks
about this a lot, is provider profiling and feedback is
pretty critically for the provider group

But froma contracting standpoint wth the PRGs

we're going to put themon the hook for state-based
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i nprovenent. How they really do that is -- but | suspect
they will end up doing provider profiling.

DR. KEMPER  So essentially the price for
del egating this to the PROs is that you only nonitor at the
state | evel

DR. KANG That's correct.

DR KEMPER  And it will be left to themto --
okay, | understand. The other thing was in your quality
performance neasure initiatives. | didn't understand what
you were proposing on the popul ati on based surveys and what
that was and how it m ght be used?

DR. KANG You'll have to help nme. The popul ation
based -- are you tal king about the satisfaction surveys?

DR. KEMPER  The BRFSS type instrunent.

DR. KANG That actually is, for all of those who
are famliar wwth BRFSS it's run by the CDC and that really
is a state-based unit of analysis and it's primarily around
ri sk assessnment. Wiat we hope to do is add a Medicare
nmodul e to that to get Medicare questions about behavi or at
the state level. So we could, for exanple, get flu vaccine

rates at the state | evel for Medicare beneficiaries.
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So again, this would be primarily for a state
based nonitoring system agai nst which we could nonitor PRO
per f or mance.

DR KEMPER And is that fee-for-service only?

DR. KANG That would actually be for fee-for-
servi ce and nmanaged care.

DR. KEMPER  But not broken down that way?

DR. KANG W are actually tal king about a
stratified sanple where we could break it down by nmanaged
care and fee-for-service. And yes, it would be a matter of
asking the question in the survey, who's your payor or
getting it out of our files.

It's an interesting question which we're westling
with is we are really interested at HCFA as the inprovenent
of the entire population, irrespective of managed care and
fee-for-service, froma policy, kind of froma progranmatic
standpoint do we wish to attribute differences to managed
care or fee-for-service? | think we should do that in the
| ong run.

|"mactually westling with sone short termrea

life exigencies where | may choose to just conbine the two
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on the first iteration but in the second iteration be able
to get finer detail. |It's just nore of a real operational
i ssue.

DR. KEMPER So this would not be information for
consuners at any point?

DR. KANG To the extent that it's state-based, we
woul d be happy to rel ease state-based information. |'m not
sure what consunmers do with state-based information though

They say, maybe | ought to then nove to, you know,
what ever, and that's sonmewhat of a problem But we
certainly would nmake it avail abl e.

MS. ROSENBLATT: The naterial that you presented -
- and thank you both very nmuch for taking the tinme -- nade a
di stinction between nmanaged care versus fee-for-service.

" massum ng that PPO would fall within the managed care
definition and the health insurance industry is very
interested in quality. But | know that there has been sone
concern about applying the sanme quality initiatives to PPO
as well as HMO. Coul d you comrent on that?

DR. KANG | think froma nmeasurenent perspective

actually, in ternms of the clinical neasures, particularly in
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HEDI S, the PPGCs, if anything, have an easier tinme getting
the informati on because PPCs traditionally have all the
cl ai ns dat a.

So when you think about HED S mammogr aphy rates or
di abetic eye exans or sonething |like that, they actually
have an easier tinme of getting the information. The
question though is can PPGs, because it's sonewhat of a
| ooser network, actually inprove performance and it really
depends.

| think the very early PPGs which were essentially
just discounted fee for service and kind of w thout a whol e
| ot of contractual requirenments and whatever, are going to
have a hard tinme. But | think there are other PPGs which
have been able to show, in fact, the ability to use this
data, feed it back to providers, working on performance
i nprovenent .

So | guess the answer depends on which PPGCs you're
tal king about. But | would agree that there are sonme PPOCs
whi ch are going to have a hard tine. Not on the data
col l ection side but would actually on performance

i nprovenent si de.
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DR. BERENSON: | guess ny comments woul d be two.
And both Jeff and I have nmet with representatives of PPGCs
who expresses these concerns. | think PPGs have much | ess
ability to deal with out of network care and there is nuch
nore out of network care in a PPOthan in a tight HMO but
HMOs with a point-of-service are noving nore towards the
PPO | think PPGs, if they are a very large network with a
significant percentage of the physicians and hospitals in
the community may have nore difficulty focusing.

| mean if quality inprovenent is focused on noving
t he mean, maybe they have nore ability to deal with outliers
or unacceptabl e behavior. And I think we've said that the
kind of quality inprovenent projects that a PPO m ght want
toinitially entertain mght be sonewhat different.

Now t he organi zation itself has sone ability in
sone of the quality areas to deal directly with
beneficiaries such as getting innmunizations so sone of their
quality inprovenent projects m ght be beneficiary oriented.

We've said that we think that any organi zation can do
quality inprovenent, the specific nature of the project

m ght be somewhat different and we would entertain a PPO
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that wanted to do sonething that was nore consistent with a
PPO cul ture, that would be fine.

On the issue of, as a coupl e people have said, our
nunbers may not | ook as good, well, that's the choice that
beneficiaries get to make. They're obviously in a PPO, they
have nore easier access to a broader network and they wll
have the informati on on performance and nake a deci sion as
to whether that should be a determ ning factor or some noise
that they wish to ignore.

But the concept of providing standardi zed
information for choice, the | aw says and we believe should
apply to all of these organizations and let the
beneficiaries then make the decision as to what the
inplications of that information is.

DR. KANG The only other thing | just wanted to
mention, and this is kind of -- you may have heard about an
effort in California called CCHRI or California Cooperative
Health Reporting Initiative. Wat were beginning to happen
and to accept that PPOCs are players, is that you have five
or six different plans, contracting with the sane whatever,

five or six different physician groups, if you end up with a
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centralized data collection point infrastructure, you can
either end up with plan accountability or use that sane
information to | ook at group practice accountability.

| believe that the PROs can offer that
infrastructure and then the reality is PPOs can play in that
gane and then go along with the HMOs and whatever, and go to
the practice and say, |ook, guys, at your performance. So
I"mtrying to create an infrastructure that would all ow PPCs
to also play in that gane, get provider specific reports out
that they could, with other insurers or purchasers go to the
provi ders and push them on performance i nprovenent.

DR. BERENSON:. | guess having spent 10 years
hel ping run a PPO, | nmean | guess we could do anyt hing
except shift risk. W took credentialing very seriously,
sel ective contracting, we actually had a product which
i nvol ved a gat ekeeper product wthin a PPO, a non-risk
bearing PPO. W did a nunber of things that | think HMOs
can do.

Qoviously, if it's a statewi de PPO, with nost of
the doctors it's going to be different. But there's nothing

i nherently about the structure of a PPO other than the
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inability to shift risk which prohibits a PPO from doi ng
credential -- | nean again, in a neeting we had, PPO didn't
want to do credentialing because it's clients who -- | nean
it was basically in an ASO situation and the enpl oyers who
were contracting with it didn't want themto do contracting.
But there's nothing inherent in a PPO structure
that doesn't permt it to do what our Q SMC requirenents
woul d have a PPO do. Again, we want to be very sensitive to
start up tines and permt sone transition. But PPGs, the
BBA calls them a coordinated care plan and so we have
consi stent standards for coordi nated care pl ans.

MR. SHEA: As inportant and chall enging as the
quality inprovenent initiatives are, it seens |like that area
of activity that focuses on educating and enabling
beneficiaries for making choi ce and bei ng deci si on- nakers,
and people that were able to search and secure quality is an
even nuch nore daunting task for Medicare. W've heard from
vari ous peopl e about what's been done in private groups and
yet Medicare is the ultimte non-group

And on top of that we've seen how little noney was

appropriated for this. 1'd be interested in your conments
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on what you think could be done in the short termor maybe
over time to inprove your ability to work in that area.

DR. BERENSON: Happily, Carol is in charge of
that. One of the -- | nean there's been a | ot of
controversy about the reorgani zati on of HCFA, whether it
made sense or didn't make sense, but one of the things that
| think nmade sense is having a specific organizational unit,
the Center for Beneficiary Services who has as its main job
conmmuni cation and education of beneficiaries.

Apparently, they're putting together, and Carol
Cronin is the new head of that, and we've started talking
about how do you communi cate to beneficiaries about quality,
about the need to not assune that sinply because sonebody
has a license that they' re providing the sane |evel of
qual ity as sonebody else. They actually have a PBS series
in mnd that's related to educating beneficiaries and |
think we need to put quality on that agenda.

| think this is along term | don't see anything
short term M hunch is that we're conmtted this year to
putting HEDIS data up on the Internet and then handbooks in

the five state deno. And |'m sure that nobst beneficiaries
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won't know what it nmeans and will want to stay with their
doct or.

But | renmenber 20 years ago or so when food
| abel ing requirenents cane in, Loretta Lynn was on TV
hol ding up Crisco and saying that it has no chol esterol and
"' m saying the public doesn't even understand that saturated
fats will kill you and the fact that it has no chol esterol
isn't terrific.

Well, | don't think she could get away with sayi ng
that today. | think there has been a huge shift in howit's
presented, the education of people, about what it neans, and
we will start with neasures that nost people sort of scratch
their heads and say well, that's not what | need. And in 10
or 15 years we'll | ook back and see this was just where we
started.

So | very nmuch think this is a |l ong-term project
to educate beneficiaries about quality and that's what we're
enbar ki ng upon. | don't see any short-termfi xes.

DR. KANG | think Carol has resource issues. |
just see fromny perspective, as kind of the person who's

responsi ble for getting her information, | think the biggest
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barrier from ny side is the information systens and the
st andardi zati on or |ack thereof. As you know, you go | ook
at a doctor's nedical record, you can't even read it. So
there are a whol e slew of issues here.

But | think it's inportant that we do this, the
mar ket demands it. It's going to take sone tine.

DR. W LENSKY: Thank you. You've been very
generous with your tinme and very forthcomng with your --

DR. BERENSON: | have an answer for Jack, but he's
not even here.

For the record, the denonstration -- actually,
this is the provider partnership deno, the organization
actual ly proposes a discount to HCFA. It's nore like a
mar ket. And HCFA negoti ates the discount and they tend to
be on the order of 3 to 4 percent.

DR. WLENSKY: We'll tell him Thank you very
nmuch.

Beth, do you want to cone and nake sense out of
all of this, of where we go as a Conm ssion on these issues.

M5. DOCTEUR. | was going to turn to you. This

final session really was set up to give you an opportunity
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to provide staff with some feedback and direction in terns
of your interests and the future work that you'd |like to see
in the very broad area of quality and this Comm ssion's work
in quality over the com ng year and beyond.

| put together a staff paper, an extensive staff
paper that |I'mnot going to review here. The primary
pur pose of the paper was to provide a little context for
sone of the expert panels that we've heard today, and al so
totry to raise sone issues that | think this comm ssion
could fruitfully try to address in sone of its work this
year. So |I'msure that the panel stinulated many thoughts
and I"'minterested in hearing those from you.

What | amgoing to do is just take a few m nutes
to refresh your nmenory on sone of the proposed projects that
are discussed in the paper, general areas in which the
conmm ssion mght want to focus and sone of the issues that
this comm ssion mght want to address. So let nme review
t hose.

The first project that the conmm ssion m ght want
to consider undertaking this year woul d be an anal ysis of

sone of the quality inprovenent and assurance systens that
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were set up in Medicare both for the fee-for-service and
managed care prograns, particularly the new program under
Medi car e+Choi ce that you' ve heard nmuch about today.

As Dr. Berenson and Dr. Kang descri bed, and as you
know, both of the progranms are in the mdst of sone
extensi ve change and fundanental changes right now. This
provi des MedPAC with a nice opportunity to | ook at how t hose
changes are being inplenented, to identify sonme key areas in
whi ch the program has noved forward, and to conment on those
changes and to identify sonme l[imtations.

DR. WLENSKY: Could I just ask you a
clarification? 1s the project under the Medicare+Choice, is
that the Q SMC?

MS. DOCTEUR: Yes, that is Q SMC

The purpose of this analysis would be to | ook at
both the prograns separately first and to identify the key
changes, to comment on those changes where you had
positions, and to | ook at sone of the key issues that we've
di scussed sonewhat in the past. |Issues like howto set up a
systemthat not only sanctions poor performance but also to

i ntroduce sone rewards for exceptional performance; how to
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fairly set mni mum performance standards for health plans
that don't unnecessarily discourage conpetition but do
provi de sonme | evel of the baseline protection fromoutliers.

On the fee-for-service side, there's been sone
di scussion of sone of the issues of howto create a greater
sense of accountability. Also, howto influence quality of
care under a systemthat really | acks care nanagenent
| evers.

So these woul d be sone of the kinds of issues you
m ght want to look at in these analyses. | think you m ght
want to go a little further and take a step back and do sone
conpari sons of the two systens to | ook at the ways in which
those two systens are conplinentary, the ways in which the
two systens interact and overl ap, and to question whet her
there's conparable attention being applied on both sides.

In terns of the policy significance of this
particular project, | think that the timng is very good.
Ri ght now there's a | ot of changes underway and this
conmmi ssion could weigh in on sonme key inplenentation issues.

| think the timng would be good for this particular

anal ysis and conceivably this could provide the basis for a
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chapter in your June report.

Let me nove on to the second proposed project or
optional project for you to consider. This project would be
to |l ook at how Medicare policies mght be revised to
consider health care quality or other dinensions of
performance in maki ng paynents to plans or providers. |
t hi nk obviously there are a | arge nunber of inportant
obstacles to inplenmenting this type of paynment systemin
Medi care, and you all know what those are, ranging from
limtations to the data, problens with the |ack of case-m x
adjusters, limtations in the conprehensiveness of the
qual ity neasures thensel ves.

However, as we've heard today, and as we know,
there are rapid advancenents being nade on all these fronts
and it mght be interesting for this commssion to try to
take sonme initial steps in thinking about whether there is
the potential to proceed in this direction in the future
with an eye to having this be a |l onger termproject that
probably woul dn't end up with any specific recomrendati ons
for specific approaches this year. But there is a work plan

laid out in the paper. | won't go into it in greater detai
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her e.

Again, | think there is a lot of policy interest
right now i n approaches for enhancing accountability and
al so for establishing incentives for quality inprovenent.
So this is another project that | think there would be
consi derabl e outside interest in, although to ny know edge -
- as far as I know right now -- there's no specific
initiative underway to try to really think about how to
change paynent policy fundanentally right now.

A third kind of general project area for you to
t hi nk about is to | ook at how best to pronote infornmed
consuner deci sionnmaking, particularly under Medi care+Choi ce.
The goal of this analysis would be to yield recomendati ons
on the design of HCFA s consuner information program and on
sone of the other steps that m ght be needed to pronote
i nformed beneficiary choi ce.

| think this is another very large kind of area
that you could get involved in as far as you wanted to go
with this. | considered putting in another expert panel
today on consuner information issues, but | thought you

m ght be waterl ogged at this point.
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If you are interested in pursuing this, there's a
ot of work that's being done right now and there's a | ot of
interesting things that you m ght want to hear about and
weigh in on. There's extensive, or growing | should say,
[iterature in this area and it mght be interesting to kind
of | ook and see what | essons we can draw fromthat from
Medi car e.

Let nme nove to the fourth project. The fourth
proposed project that is outlined in the staff paper is an
eval uation of Medicare program protections for
beneficiaries. As you know, Medicare features a variety of
structures, processes and standards that are designed to
provi de individual protections, both for beneficiaries as
consuners and for them as patients.

Thi s proposed project would review existing
protections, particularly the changes nade under the BBA and
t he Medi care+Choi ce regul ati ons and conpare those standards
to not only bills of rights and endorsed standards that have
been put forward by various groups, but also | ook for data
on what's the normfor commercial plans, enployer-sponsored

pl ans, and other public progranms to do sonme conpari sons
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there, and also | ook for data by which to assess how wel |
exi sting protections do what they set out to do.

That woul d be one approach, with the idea of the
commi ssion trying to see if it was possible to arrive at
sonme recommendations for areas in which perhaps protections
need to be strengthened. Perhaps there are certain
protections that you m ght believe have becone obsol ete.

Per haps there are areas in which additional protections
m ght be advi sed.

| didn't nention in the paper, although | think
will nmention now, that an alternative approach to take if
you're interested in consuner protections but don't want to
take the kind of conprehensive approach would be to pick a
particul ar area of protection, perhaps confidentiality
privacy issues are currently of great policy interest, and
to focus in on one specific area and do it that way as
opposed to the bigger approach.

Finally, the fifth proposed area for work woul d be
to assess alternatives for instituting an error reporting
systemin Medicare. As we've heard today and know, the

i ssues of how best to deal with errors in the delivery of
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health care and to reduce the frequency of those problens is
t he subject of considerable current interest.

The president's quality comm ssion recomended the
devel opment and adoption of a national error reporting
system Also, as you know, JCAHO has instituted a sentine
events programand is trying to get that up nationally for
accredited organi zati ons.

Thi s approach would be to take a | ook and see
whet her there's a role for Medicare to play in devel opi ng or
i npl enmenting such a system whether it's advisable to | ook
at other industries where such a system has been set up,
notably the aviation industry, and to consider such issues
as the inplications froma standpoint of the nedical
liability system also to think about the issue of state-
based confidentiality and privacy |laws and the inplications
her e.

So we obvi ously have nmuch nore work here than we
coul d conceivably do this year. So what staff woul d
appreci ate hearing fromyou is are there any of these
projects that particularly interest you? Are there others

that particularly don't? Are there other areas of interest
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that you have that you' d like to see staff pursue? And are
there specific issues wthin these kind of broad projects
that you' d like to nmake sure are on the table for any future
wor k?  Thanks.

DR. ROSS: Can | have first on this? Because |
just wanted to anplify for a nonent that last point. This
is atopic that potentially is as |arge and as w de-rangi ng
as you want to get, and it could absorb as nuch staff
resources as we want to put into it.

So the nore clear direction you could provide, the
better to help us focus on getting this.

DR. NEWHOUSE: 1Is there sone issue about where the
budget constraint is? Are we supposed to focus on one of
t hese?

DR. ROSS: No, we'll attenpt to do sonme sort of
triage, but | think we can cover all the pieces. It's a
question of how nmuch depth you go into on each piece.

DR CURRERI: As | read your report, | read it
with this idea that you couldn't do all of these things. So
for what it's worth, these were the two that | thought were

the nost noteworthy. Your nunber three was, | think, the
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nmost inportant, that is pronoting infornmed consuner choice.

Not only is there a lot of action in this area, but if you
really think about it, this is the bottomline. This is
what we really want to do, is have consuners be able to
affect the marketplace by making intelligent choices.

The second one that kind of intrigued nme was your
second one, because |'ve always -- in a rather cynical way,
t hought that the health systemis largely run by what goes
into the pocketbook. I'minterested to see whether --
there's two possibilities. WII all the curtailing, in
terms of growh of the programthat could result in a
decrease in quality, and I think it would be interesting to
set up sonme nodels and maybe even have sone focus groups to
see whet her they would respond and how nuch it would take to
have health systens respond to an incentive for quality.

|"mnot sure they would. And if they would, I'm
not sure how much it would take. | think it would be an
interesting area to look at. So those were nmy two votes.

DR. MYERS: | love all of your issues quite a bit,
but I know we can't do themall. The one that you didn't

say a |l ot about was health information systenms. Your |ast
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poi nt about it being the weak link is absolutely correct.

We tend to avoid discussing failure; i.e., MS and
the causes and so on, but it seens to ne that that's a very
inportant, to learn the I essons and then |learn fromthat
where we should be going in the future and the val ue, and
link that to the errors question that you' ve raised.

Wt hout an outstanding information systemto
really get at that errors issue, it's going to be very, very
difficult. So that would be the A-nunber-one that | would
suggest .

Anot her one that's very, very inportant that you
tal ked about was the whole issue of confidentiality and
privacy. But I'mnot sure, and | would leave it to ny
fell ow comm ssioners to coment as well, but that one really
is now certainly the province of HHS. There's |egislation
that's been proposed, will be proposed, it will be a big
topi c next year. \What would we add to that debate at this
poi nt becones the question. And would our input be tinely
in awy that would allow it to be considered as part of
what will clearly be a continuing discussion and a high

priority discussion of the early part of the next year, if



239

not the rest of this year.

So |I'd put a question mark behind that one, not in
terms of its inportance, but rather in terns of the tine and
effort that we should spend as MedPAC on it.

DR KEMPER First | want to say | thought this
was a really useful paper. It really helped ne begin to get
my arnms around sonething that's very difficult, | think

| think of this in terns of which of these
activities mght the biggest effect soonest. Sonme of them
are very long run in terns of their benefits and sone of
themmght be a little shorter run. That |leads ne to favor
two of these. One really only has three lines in here, and
that is the focus on Medicare quality inprovenment in the
traditional Medicare, because that's going to affect an
awful |ot of beneficiaries quickly, since that's where nost
of the care is.

It seens to ne that that really isn't just one
study but it's half a dozen or eight studies. There's RAVEN
and there's HAVEN we | earned today, and there are a whol e
| ot of subsystens or activities there that it seens to ne

woul d be very useful to try to focus in on.
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The second one is really not in your list but it
is earlier on page 23, you tal ked about the traditional
Medi care acting like a PPO. And when you listen to Bob
Berenson tal k about what could a PPO do to have quality
i nprovenent, there are things. You can't |limt providers.
You're not going to restrict networks, and there's an issue
of credentialings, a whole different ball game. But just to
t hi nk t hrough what things m ght be borrowed fromthe PPO
nmodel that could be inplenented -- or other nodels stil
within a fee-for-service system m ght be useful

It mght not go very far, but at |east sone
t hi nki ng about that.

MR, SHEA: | thought this paper provided a nice
conplenent to a good series of presentations this afternoon,
so Beth, thank you. | had two general preferences, | guess
I'"d call them and then a couple of specific comments.

The two preferences are, like Bill | think the
consuner work is very inportant here and those projects
related to both decisionmaki ng and consuner protection
woul d strongly endorse. And | also think, wi tness the |ast

presentation, the orientation -- HCFA is not going to have a
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consuner information, decisionmaking orientation. | think
they're going to have to push there, in part, | think
because that's not their history and they haven't been given
the resources onit. But | think it's going to take our
support, should | say, to get themthere.

The ot her preference would be against, at this
point, tackling the issue of paynent related to quality. |
think it's a very inportant issue and woul d be very useful

| woul d suggest it mght be the kind of thing that could be
not this year. | say that just because it's sort of a
traditional approach for us to take, | think, in this.

Let's |l ook at the noney end of this business.

And | really think what's needed now on this whol e
area i s enphasis on the other parts of this quality
equation, not so nmuch the noney. | think there is a |ot of
work that could be done in that area, but I'mafraid if we
got down there we'd spend all of our tinme doing that.

And then, just a couple of specific comments. |
like the idea of the panel on consumer information
deci si onmaki ng. And under the review of the Medicare

quality inprovenent prograns, if we did that, | would hope
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t hat one perspective that we bring to that -- or the staff
could bring to that study -- is let's test what Medicare is
now doi ng agai nst what NCQA, FACCT, to a |less extent JCAHO
think they have to offer Medicare. Are they taking ful
advant age of the tools that are being devel oped by the
peopl e we're tal king about ?

And then lastly, | don't know whether it's a this
year project or not, but | think the errors reporting system
is a very inportant national discussion that we ought to be
in at sone point. \Whether it's this year or next year,

don't know.

DR NEWHOUSE: | was a little |ike Wody and |iked
themall. But | wanted to ask about the error reporting
system |I'minvesting sone of my owmn tinme and trying to do
sonet hi ng about errors. Chuck Buck, | noticed, brought it

up in his talk.

My question for you is, since | never really
t hought about this specifically in the context of Medicare,
was what you had in mnd. The couple of sentences that were
there seemto envision sonething that was Medicare specific.

M5. DOCTEUR: M first take on it, in thinking
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about it, because | was obviously | ooking for a Medicare
angle in an issue that | thought was worthy of this
comm ssion's attention. | thought perhaps there's a way --

DR. NEWHOUSE: W do know that there's a
di sproportionate nunber of errors anong the elderly.

M5. DOCTEUR: Exactly, a lot of the errors, for
many reasons both due to the hospitalization rate and
there's certain areas in which errors have been studi ed
because of Medicare data, and we know about errors in the
Medi car e popul ati on.

That was ny initial thinking, maybe there's a way
t hat Medi care could set up a standard and then the industry
woul d follow But after looking at it in alittle bit nore
depth -- | still haven't |ooked at it in great depth -- but
seei ng what JCAHO has been trying to do and the concerns
there are particularly about the question of the differences
in state-based confidentiality requirenents, and that's
posi ng problens for having a national system

It's not clear whether if you thought an error
reporting system after looking at it, was the right way to

go, it's not clear whether the best way to address that is
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to have a national |aw that pre-enpts the state
confidentiality rules in certain ways, or whether it's best
to maybe endorse the state-based nodel. |In that case, the
only concei vabl e Medi care angle woul d be to do sonethi ng

t hrough the PRGCs, | woul d think.

DR. WLENSKY: Gerry, | wasn't sure, when you nade
your comrent about not wanting to do the prices or the
paynment, | actually agree with you but for a different
reason, but I wanted to be sure you understood that what is
bei ng proposed is that, to the extent that we can identify
inproved quality, to increase the paynent to reward through
i nproved pricing for better quality so that rather than have
a uniformprice, you pay nore for better quality. That has
been tal ked about by the Labor Conmttee and by sone of the
ot her comm ttees.

| actually, although I'min intrigued with the
idea, would think it is not particularly worth our while
because | think the politics of that are so renpte that we
can afford to let the private sector develop it. If it
becones absol utely accepted behavior in the private sector,

maybe the public sector would consider it, but |I'mnot even
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sure then. | think the politics of doing that are so renote
that it's not really so much worth our tine as opposed to
whet her it's a good idea.

But what | do think would seemto ne areas that
are very inportant for us are the two that have been
mentioned; the quality with regard to fee-for-service
because it's the harder problemand it's because where the
bodies are. And the second is the consuner information. |
think as Bill Curreri said, ultinmately that's the bottom
l'ine.

MR. SHEA: | think short term there's a |ot of
qual ity inprovenent nmeasurenent issues that people are
wor king on. You can clearly see how you coul d make advances
over a period of tinme, not just to Medicare but generally.
There's a ot of work to be done, it's difficult, it m ght
be very expensive, there are information issues.

| think onger termthe real payoff here is if you
coul d actually operationalize this notion that consuners
could get information which they could evaluate in sone
bal anced way and nmeke deci sions, and therefore pronote it.

| think the FACCT people conmes closest to having a vision
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that seens to have a | ot of power.
What | am cautious about, or | am cautioning us
about is, looking at this in a traditional way, which is to

say could we use paynent policy to produce a certain

outconme? | think that would be sort of the traditional
approach here. Let's do this and we'll test that out for a
few years. | don't think that's where the real inportance
iS.

MR. MacBAIN. Just a little variation on the
consuner information piece, | don't knowif thisis alittle
beyond our normal scope, but the other question, in addition
to what you report and what sort of information you gather,
is how do you report it? How do you put it in front of
people in a way that's neaningful? Wether it's the nunber
of stars, like a novie rating, or the little circles like
Consuner Reports uses.

And to get back to nmy earlier point with the first
panel, how do you report that kind of single point data with
sone sense of variation as well, so that you have a notion
of not only here are the plans that fell above the national

average or the regional average, but anong these here are
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t he ones where you've got the greatest |ikelihood of
actually getting good care fromany randomy chosen
physi cian or hospital within the plan.

| think we're a long way fromthat, fromthe kinds
of reporting that comes out now. It's pretty technical
stuff and not real appealing.

DR CURRERI: But | think that, Bill, California
has a | ot of experience in presenting consuner data. W, in
the past, PPRC were given a fair nunber and sone of them!|
t hought were pretty unique. They were all visual and you
can't explain standard error, | don't think, to the
consuner.

MR. MacBAIN: No, you can't.

DR. CURRERI: So you have to have sone visual way
of getting the sane thing.

MR. MacBAIN. That's what |I'm |l ooking for, is
exanples Iike that and even exanples from other industries
of how you report that sort of data.

MS. ROSENBLATT: | just want to say, | found today
to be an excellent neeting. Having all these experts there

and listening to different perspectives was terrific. So if
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you were the organizer, thank you for organizing that.

| was al so very noved by Dr. Lynn's comments this
nmorni ng and about how little data there is on a very, very
i nportant subject. | would vote for sonmething that | don't
think is on the list, it may kind of be inplied by your
list.

| would vote for doing sonmething that is noving
towards that, that end-of-life and quality at the end-of -
[ife thing. It just sounds like there's a desert there and
any novenent in that direction, and anything we could do to
take one small step in that direction would be hel pful.

M5. DOCTEUR: Let ne just comment that there is
actually a separate agenda being devel oped by staff on the
quality of care at the end of life issues, and it's a high
priority right now.

DR. LONG Just following on, I would just conment
that especially on the point that Jack made earlier to
rem nd ourselves that we are dealing with the Mdicare
popul ation and that's a very special population that is not
the general consuner. |It's not the enpl oyee/ enpl oyer

market. Sone of themare their own deci si on-nmakers. Sone
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of their famlies are the decision-nmakers. Sonme of their
provi ders are the decision-nmakers. The unit supervisor in
the nursing home is the decision-nmaker.

There are | ots of decision-nmakers out there who
have different capacities to absorb information, and are
maki ng different ranges of decisions. |It's a very conplex
popul ation, including those that are taking |onger to die,
who have di m ni shed capability. And in the sane sense that
we may need to be able to have a series of indicators that
tell us when we nove into a different node of care, we may
al so need a series of indicators that tell us when we nove
into a different formof information and deci si on- maki ng.

DR. W LENSKY: Any ot her comrents?

You'll have to conme back and tell us whether we've
gi ven you enough gui dance.

M5. DOCTEUR: That was great. Thank you very nuch

DR. W LENSKY: Thank you

We're going to open this to public comrent, if any
woul d like to add anything to the discussion.

MR. DI AMOND: Thank you, I'mgoing to be rea

brief because I know you want to get hone as well as | want
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to get home. | do live in Washington D.C. |'m Lou D anond.

|"mthe president of the End Stage Renal D sease Forum of
net wor ks, which are the PRO prograns, if you will, of the
end stage renal disease program As a matter of disclosure,
inny other life, the one that ny wife concentrates nore on,
| amthe nedical director of the MedStat Group, which is a
heal th i nformati on conpany.

| just wanted to spend a nonent of tinme with you

today just sharing with you the quality agenda that the end
stage renal disease programis pursuing in partnership with
HCFA. The hand-out describes it in pictorial form [|'m not
going to go through those details with you this evening
except to say that what we've attenpted to do is reframe our
agenda based on the recommendati ons of the presidential
comm ssion, and it's built on attenpting to establish a
national infrastructure, health information infrastructure,
a comm tnent evidenced by its medicine and the neasurenent
system patient participation at the various |evels that
you' ve been discussing, and local inplenentation and quality
i nprovenent .

My real purpose for speaking with you briefly this
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afternoon is to suggest to you -- naybe not urge to you,
given the |l ong agenda itens that your staff has shared with
you -- that it mght be appropriate for you to focus on sone
study of this particular program given its uniqueness, and
gi ven sone of the successes that it is achieving in
inpl ementing a quality agenda, and given sone of the
chal l enges that it is facing. That's the nessage that 1'd
like to |l eave with you

Thank you.

DR. W LENSKY: Thank you. W had, |ast year
i ndicated that we wanted to spend a little nore staff tinme
on this issue than we were able to do last year. So we'll
certainly take this into consideration.

MR. DI AMOND: Thank you.

DR. W LENSKY: Thank you very mnuch.

M5. MERCURE: | prom se not to take |ong.
Enpl oyers are al ready beginning to experience, because
they're starting their open enrollnent, the dislocation
where sone of the plans are beginning to retreat from sone
markets. | would just suggest that you |ook at that. That

is sonething that private sector purchasers |I'msure would
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be willing to help you with, and even do sone di sl ocation
anal ysis of what that nmeans. | think that's very inportant
to what's happening wth Medi care+Choice in particular.

Thank you.

DR. NEWHOUSE: | didn't understand that. Can you
el abor at e?

M5. MERCURE: Sure.

DR. NEWHOUSE: | wunderstand their wthdrawal. But
how is that linking to the enpl oyer?

M5. MERCURE: Because what it neans for that
enpl oyer is, they' ve gone out wth what plans that retiree
can elect. Suddenly, that plan isn't available in a market
area, and that enployer is going to be deluged with calls.
| already got a call fromny parents when their plan -- so
there's an issue of communication with this dislocation.

DR. CASEY: M nanme is Don Casey. | work with a
PRO in Maryland and I'mthe principal coordinator. | just
want to share an experience that | had in the past six
mont hs and the stuff that Jeff Kang was tal king to you about
before. And that has to do with the realmof quality

i nprovenent projects at the provider |evel.
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It seens as though we've had trenendous success
getting buy-in costs in the state of Maryland w th pneunoni a
projects that | think is going to be a prototype. And |
think that the success of that really has been because we' ve
been able to link the nmeasurenent to outcones first, but
also | think we've | ooked at this as an opportunity to bring
back sone added value to the providers that they heretofore
had not been able to get their hands around. I'mtalking in
terns of resource allocation utilization.

Mortality is one thing. | think the cost benefit
is the other opportunity. So I'd just throw that into the
ring to keep in mnd in terns of the way these indicators
are structured. | think the closer you can get to nel ding
that, the better off you'll be.

DR. W LENSKY: Thank you. Any other comments?

MR. BAKER: M nanme's Dale Baker. 1'ma
consultant. M office is in Indianapolis. M conpany is
Baker Health Care Consulting. | work with hospitals in
about 30 states, primarily in urban Medi care geographic
reclassification and wage i ndex matters, et cetera.

Once a year | go out and see ny clients. It's the
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nost wonderful tinme. Drive around the country and ride
ai rpl anes around the country and hear what's on their m nds.
There's an issue that canme up this year over and over again
which I'd like to share with you that has sone inpact on
quality and al so paynent on a short termbasis, and that's
really dealing wwth the Bal anced Budget Act.
As | went around this year talking to ny clients

-- and | always |earn much nore fromthemthan they ever

learn fromnme -- there is great concern that the Bal anced
Budget Act may have gone too far in certain areas. | want
to bring that to your attention. | think it's an inportant

issue. And ny evidence is totally anecdotal, but let ne
share with you a couple of the concerns and the coupl e of
the things |I've | earned fromsonme of ny clients.

First of all, I think 13 nonths has passed since
that was signed into law, | believe to the day, and we've
certainly got a very different tinme than we had 13 nont hs
ago with a $1.5 trillion budget surplus in the next 10
years. Wio woul d have believed that? So perhaps it is a
time to think about that.

But some of the concerns | heard are, first of
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all, home health. They think the hone health provisions are
very, very bad. In ternms of a specific exanple, like the
I ntegrated Health Systemin Zanesville, Chio has just cut
back their home health services from 23 counties in that
part of Chio to six counties because the paynent rates have
been sliced so badly.

Anot her area of concern is the SNF paynent rates.

|"ve had several clients tell ne that this had not filtered

its way through the industry yet, but it's really got sone
very bad potential inplications toit. A hospital,
Monongahel a Hospital in Mrgantown, West Virginia as of
July 1st, the first day of their new fiscal year, they
cl osed down the SNF unit because the paynent was equal to
about their marginal cost of operation. So they sinply
couldn't keep it open.

Anot her area that's of great concern to ny clients
that | would like to just again bring to your attention is
t he whol e issue of transfers and the decrease in paynent and
the disincentive for health systens to provide post-acute
care services to patients once they're transferred froma

hospital. There's a very strong disincentive for providing
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t hose services within three days, which | think is
questionable public policy in the first place.

The second thing is, if as a result of sone of the
changes in closure of SNF units and sone of these things,
hospital |ength of stay increases, which wll actually
i ncrease paynent under these transfer provisions, these
hospitals are setting thensel ves up for fraud and abuse
charges to be nmade agai nst them sinply because of increases
in the length of stay that may be resulting fromsone of the
ot her changes in their operations resulting fromthe
Bal anced Budget Act. The last one I'll just nention to you
is sonme of the therapy units, et cetera.

But over and over, fromny clients, this is the
anecdotal issues that canme back to nme, in a period of tine
of real change in the last 13 nonths. | just want to bring
that to your attention as an area that you may want to take
another look at. It's an area that perhaps sone nore fine-
tuni ng of what was done in 1997 in the Bal anced Budget Act
m ght be appropriate in the short term wthout the kind of
data that you as a conm ssion are used to seeing.

|'d also like to congratul ate you just for what



you do. You do a great job
DR. WLENSKY: W'Il|l be doing the discussion of
post -acute tonorrow, both SNF and hone care.

Any ot her comments?
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It has been a very productive, but |engthy, day.

Comm ssioners, we will reconvene at 6:30. Again, let ne
remnd you, we'll have an executive session from 8: 30
to 9:00 in the nmorning and then go into public session
at 9:00 in the norning. Thank you.

[ Wher eupon, at 5:30 p.m, the neeting
was recessed, to reconvene at 9:00 a.m, Friday,

Septenber 18, 1998.]



